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INTRODUCTION TO THE PUBLIC ACCOUNTS 


Nature of the Public Accounts 


The Public Accounts is the report of the Government 
of Canada prepared each fiscal year by the Receiver 
General as required by Section 64 of the Financial Ad- 
ministration Act. 


The report covers the fiscal year of the Government, 
which ends on March 31, and is prepared from data 
contained in the accounts of Canada and from more 
detailed records maintained in departments and agen- 
cies. The accounts of Canada is the centralized record of 
the Government’s financial transactions maintained by 
the Receiver General in which the transactions of all 
departments and agencies are summarized. Each depart- 
ment and agency is responsible for reconciling its 
accounts to the control accounts of the Receiver General, 
and for maintaining detailed records of the transactions 
in their accounts. 


The report covers the financial transactions of the 
Government during the year. In certain cases, parliamen- 
tary authority to undertake transactions was provided by 
legislation approved in earlier years. 
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Format of the Public Accounts 


The Public Accounts is produced in three volumes. 


Volume I presents a summary analysis of the financial 
transactions of the Government. Volume II is published 
in two parts. Part I presents the financial operations of 
the Government, segregated by ministry while Part II 
presents additional information and analyses. 


Volume III responds to Section 151(1) of Part X of 
the Financial Administration Act. In it, the President of 
the Treasury Board provides Parliament with an annual 
consolidated report on the businesses and activities of all 
parent Crown corporations. The report includes a list 
naming, as of a specified date, all Crown corporations 
and all corporations of which any shares are held by, on 
behalf of or in trust for the Crown or any Crown corpor- 
ation. Employment and financial data, including 
aggregate borrowings of parent Crown corporations and 
other information, are also provided. 
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THE PRESIDENT’S MESSAGE 


I am pleased to present the sixth consolidated Annual Report to Parliament on Crown Corporations and Other 
Corporate Interests of Canada. 


This Report coincides with the fifth anniversary of the framework established in 1984 for the control and 
accountability of Crown corporations. We have made substantial progress in the intervening years towards 
effective management of the government’s portfolio of Crown corporations. I believe this is due largely to the 
quality of employees working within Crown-owned enterprises and to the dedication of the board members and 
management of individual corporations. I wish to take this opportunity to thank them. 


In the following introductory paragraphs to the Report, the total financial and employment situation of the 
Crown corporations and developments in a number of specific corporations are highlighted. Information is 
provided on the government’s privatization initiatives, and on its official languages and employment equity 
programs. 


OVERVIEW 


The Report is divided into two parts: 


Part I provides consolidated financial data on all parent Crown corporations, as reported by them at their 
financial year-end on or before-Suly 31, 1989:~-It also provides other corporation-specific and aggregated 
information. : bn beeen’ he 


Part I] lists other corporate interests of Canada, provides supplementary information about them, and lists the 
subsidiaries of the wholly-owned corporations. - 


ie 


As of September 1, 1989, there were 53 parent Crown corporations. Forty-five of these are listed in Schedule III 
of the Financial Administration Act (FAA), and are therefore required to conduct their business and activities in a 
manner consistent with Part X of the FAA and its related regulations. The remaining eight are exempt from the 
provisions of divisions I to IV of Part X. 


In addition, three generally autonomous subsidiary corporations have been directed by the Governor in Council 
to report their affairs as if they were listed in Schedule III: Petro-Canada International Assistance Corporation 
and two of the three subsidiaries of Canada Lands Company Limited. Three of the forty-five corporations listed in 
Schedule III are in the process of being dissolved: Canadian National (West Indies) Steamships, Ltd., Mingan 
Associates Limited and Teleglobe Canada. 


At March 1989, the combined total assets of parent Crown corporations were $54 billion and employment 
totalled 140,000. Crown corporation debt to the private sector totalled $16.2 billion and their debt to Canada 
totalled $15.0 billion. Cash budgetary payments from Canada to the corporations during 1988-89 totalled $4.9 
billion. 


In the report period, combined total assets decreased by $4.1 billion, a decline of 7 percent, due mostly to the 
sale of Air Canada, whose assets totalled $3.1 billion and to the sale of subsidiaries by Canadian National 
Railways (CNR), which reduced its assets by $0.7 billion in the period. 


1. The Bank of Canda is excluded from these data. 


iii 


The continued decline of employment, to 140,000 on March 31, 1989 from 169,000 the preceding year, reflects 
the sale of Air Canada and of CNR subsidiaries. 


Debt to the private sector declined $1.3 billion or 7 percent in 1988-89. Reflected in this decline is the 
exclusion of Air Canada’s debt and the debts discharged by CNR and the Canadian Wheat Board. In addition, 
Canada Deposit Insurance Corporation was able to eliminate its private sector obligations altogether with funds 
from Canada and cash from the sale of assets it has had to assume from failed institutions. 


The debt of all the Crown corporations to Canada remained relatively stable, down $150 million or | percent 
over last year. 


The total of budgetary payments from Canada to the corporations was lower than in the previous year by 
$160 million or 3 percent. 


CORPORATE HIGHLIGHTS 


In this section, the significant activities in 1988-89 are highlighted for a number of Crown corporations. 


Air Canada: On October 13, 1988 Air Canada-completed an initial public offering of treasury shares. Proceeds 
to the company, net of underwriters’ fees, were $233.8 million. With the second public offering on July 19, 1989, 
Air Canada became a private company. Proceeds on this sale, net of underwriters’ fees, were $473.8 million. 


Atomic Energy of Canada Limited: Two divisions of Atomic Energy of Canada Limited were incorporated as 
Nordion International Inc. and Theratronics International Limited and were made wholly-owned subsidiaries of 
the Canada Development Investment Corporation. Legislation enabling the privatization of these two companies is 
now before Parliament. 


Eldorado Nuclear Limited: The assets and business of Eldorado Nuclear Limited were merged on October 5, 
1988 with those of the Saskatchewan Mining Development Corporation to form CAMECO-a Canadian Mining & 
Energy Corporation. The merger agreement anticipates that the federal and Saskatchewan governments will divest 
their shares in Cameco within seven years, market conditions permitting. Eldorado changed its name to Canada 
Eldor Inc. and is a subsidiary of Canada Development Investment Corporation. 


Canada Mortgage and Housing Corporation (CMHC): Bill C-111 was passed in July 1988, amending the 
National Housing Act and the Canada Mortgage and Housing Corporation Act. The amendments support the 
introduction of new and enhanced mortgage insurance offerings and improve the administrative efficiency and 
cost-effectiveness of claim management and default settlement provisions within the Mortgage Insurance Fund. 
The Fund’s actuarial deficit continued to decline from $258.1 million in 1987 to $116.1 million in December 
1988. 


Canada Post Corporation: Canada Post earned a $96 million profit from its 1988-89 operations, the first profit 
for the corporation since its creation in 1981. Mail volumes increased significantly and on-time delivery 
performance by the corporation improved over previous years. 


Canadian National Railways: Due primarily to higher rail freight volumes and reduced expenditures, CN 
earned net income of $282.7M in 1988, more than double the $120.6M earned in 1987. The company’s return on 
investment increased from 7.9 percent in 1987 to 10.3 percent in 1988. Two subsidiaries of CNR were sold in the 
latter half of 1988: Northwestel Inc. and Terra Nova Telecommunications Inc., with proceeds of $200 million and 
$170 million respectively). CNR’s 50 percent interest in CNCP Telecommunications and Telecommunications 
Terminal Systems was also sold during the period with proceeds of $235 million. All proceeds were retained by 
the corporation and used to reduce long-term debt. 


Export Development Corporation: In a highly competitive world trading environment, the Export Development 
Corporation substantially increased its support for Canadian exports. Financing support to exporters, up 42 
percent in 1987, increased a further 65 per cent in 1988. Loans signed on Corporate Account increased from $673 
million in 1987 to $1.1 billion in 1988. EDC also provided $4.1 billion in insurance coverage for exporters in 
1988, a 15 percent increase over 1987. 


National Capital Commission: Amendments to the National Capital Commission Act received Royal Assent in 
September 1988 and revised the National Capital Commission’s mandate to recognize, in particular, its enhanced 
role in organizing, sponsoring and promoting public activities and events in the National Capital Region. 


Petro-Canada: Although oil production continued at 1987 levels and new records were set for natural gas 
production, low prices resulted in poorer financial performance for Petro-Canada during the period under review. 
Net earnings were $94 million after an extraordinary writedown of $22 million (a 45 percent decline from the 
previous year), while cash from operations totalled $613 million (down 21 percent from 1987). Agreements were 
entered into which brought the development of the Hibernia offshore oil and OSLO oil sands projects closer to 
realization. 


Ports Canada: Although the drought in the Prairies resulted in a disappointing year for grain traffic, volumes 
were higher in other commodities and revenues from operation of Ports Canada remained relatively stable at $171 
million in 1988. Last year, the Canada Ports Corporation also instituted an interport loan mechanism that will 
enable the Ports Canada system to rely increasingly on its own funds to finance viable port projects. 


VIA Rail: The April 1989 Budget reduced subsidies to VIA Rail over the next four years. Significant changes to 
VIA’s network and services will be required in order to meet these newly established subsidy levels. VIA was 
asked to bring forward a new business plan covering various options including: increased fares; service 
reductions; and possible closure, sale or transfer of parts of the system. 


OFFICIAL LANGUAGES 


The Treasury Board Secretariat has been working with Crown corporations to ensure implementation of the 
1988 Official Languages Act. Under the Act, the President of Treasury Board must submit an annual report to 
Parliament on the status of official languages programs in federal institutions. The 1988-89 and subsequent reports 
will include information on the application of the Act to Crown corporations. 


EMPLOYMENT EQUITY 


Crown corporations and other federally regulated business organizations are active in instituting employment 
equity. Their goal is the achievement, as a minimum, of a workforce reflecting the Canadian population for 
designated groups: women, aboriginal peoples, disabled persons and visible minorities. 


Information from self-identification surveys in the statistical reports of Crown corporations for the calendar 
year ending December 1987 showed a workforce distribution where 25.9 percent were women, 0.9 percent were 
aboriginal peoples, 2 percent disabled persons, and 4 percent from visible minority groups. 


Pursuant to the Employment Equity Act, detailed statistical data on employment equity in Crown corporations 
are published in government documents and are available in major public libraries. 


CONCLUSION 


In the 1988-89 period, the government continued its policies of privatizing Crown corporations in which public 
ownership is no longer required to meet public policy objectives and of promoting increased effectiveness and 
efficiencies through the management of its corporate holdings. These efforts will be pursued in the coming years. 


bid 2h 


Robert de Cotret 


Ottawa, Canada 
September 13, 1989 
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Statement of Responsibility 


This Annual Report to Parliament on Crown Corporations and 
Other Corporate Interests of Canada is prepared under the 
direction of the President of the Treasury Board by the Crown 
Corporations Directorate of the Department of Finance and 
Treasury Board Secretariat. It responds to requirements of the 
Financial Administration Act that a consolidated report on the 
businesses and activities of parent Crown corporations, 
including information on all Crown corporations and other 
corporate interests of Canada, be tabled in Parliament. It is 
automatically referred to the Standing Committee on Public 
Accounts for review. 
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PART I 


ANNUAL CONSOLIDATED REPORT 
ON THE BUSINESSES AND ACTIVITIES 
OF ALL PARENT CROWN CORPORATIONS 
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1. INTRODUCTION TO PART I 


Part I of this Annual Report is a document of record on the financial affairs of all parent Crown corporations, 
comprised as follows: 


¢ Tables | and 2 respond to subsection 151(3)(b) of the Financial Administration Act (FAA) in presenting for 56 
Crown corporations aggregate financial and employment data relative to their individual financial years. The 
56 are: 


¢ 45 parent Crown corporations contained in the listings of schedule II of the FAA during the twelve months 
ending July 31, 1989; 


¢ four subsidiaries of listed corporations which, by Orders pursuant to s. 86(2) of the FAA, were required to 
report their affairs as if they were parent Crown corporations (One of the four is no longer active and the 
Order requiring it to report has been rescinded.) and, 


* seven parent Crown corporations which, by s. 85(1) of the FAA are exempted from the provisions of 
divisions I to IV of Part X of the FAA. The eighth exempt corporation, the Bank of Canada, is excluded 
from these tables because of the unique nature of its assets, liabilities, etc. 


¢ Table 3 presents financial data for the same 56 corporations but, in contrast to the previous tables, all of the 
data are as at the single date March 31, 1989. 


¢« Audited financial statements are presented for the period covered by the report for each of the above 56 
corporations and for the Bank of Canada. The statements of Air Canada to December 31, 1988 are also provided; 
this corporation is not listed in the tables because it ceased to be a Crown corporation in October, 1988 when 
the first sale of its shares to the public was effected. 


¢ ASummary Page for each corporation precedes its financial statements. This page presents a financial summary 
of several years’ performance of the particular corporation, along with basic information about the corporation. 
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2. PARENT CROWN CORPORATIONS: SUMMARY OF CORPORATION 
FINANCIAL AND EMPLOYMENT DATA 


Description of Tables 1 and 2 


Tables 1 and 2, which follow, respond to the requirement in the Financial Administration Act (FAA) that financial 
data, including employment and aggregate borrowing by corporations, be reported. The Act calls for data for 
individual corporations "for their financial years ending on or before July 31," 1989, and totals of these data, 
therefore, do not relate to a single 12-month period. 


Data are presented for 56 corporations comprising: 45 corporations which were listed in schedule III of the FAA 
in the report period; four subsidiaries, (Petro-Canada International Assistance Corporation and three subsidiaries 
of Canada Lands Company Limited whose financial data are not consolidated in those of the parent), and seven of 
the eight corporations which, pursuant to s. 85 of the FAA, are exempted from scheduling. The other exempt 
corporation, the Bank of Canada, is excluded from the tables because of the unique nature of its financial data (see 
its Summary Page). 


Reporting of data is on the following principles: 


¢ Year-end dates: December year-ends relate to 1988; other year-ends relate to 1989, except for three corpora- 
tions. See Note 2. 


¢ Employment data describe the number of full-time employees at March 31, 1989. They relate to the parent 
corporation and all its subsidiaries. Special cases are listed in Note 5. Bank of Canada (2,200 employees) is 
excluded. 


¢ Net new borrowing data comprise changes during the financial period in outstanding principal amounts of 
capital leases and long-term and short-term borrowings. The data are essentially on cash basis. To the extent 
possible, they do not include adjustments for exchange rate variations in the period and they take no account 
of forgiving of debt by Canada (important in 1987-88), or of transfer of assets and related debts such as those 
occurring between the port administrations. 


¢ Budgetary funding from Canada comprises cash paid to the parent corporation and, as well, that paid directly 
to its subsidiaries unless a subsidiary is included in the table. Payments for which a class or kind of recipient 
is eligible are excluded from these data. (An example of such an exclusion is payments to railways under the 
Maritime Freight Rates Act.) Canada Post data include Department of Communications cultural and special 
mail subsidies (which are not included in the data on Canada Post Summary Page). 


¢ Shareholder’s equity. For four corporations, Canadian Dairy Commission, Canada Council, The Canadian 
Wheat Board and Freshwater Fish Marketing Corporation, the corporate mandate and operation cause the excess 
of assets over liabilities to be surplus which is due to clients and not Equity of Canada. 


Table 3 


This table provides basic information about the 56 corporations listed in tables 1 and 2 but, in contrast to those 
tables, these data are as at a single date, March 31, 1989, the closing day of government’s financial year. 


The data comprise: 


« values for Total Assets and for Obligations, being principal amounts outstanding of short and long-term 
borrowings, bank loans, notes issued and capital leases. Values are derived from audited financial statements 
or, where a corporation’s financial year ends on a date other than March 31, from schedules confirmed by the 
corporation’s auditors; and 


¢ the values recorded in the accounts of Canada as the outstanding balance of loans, investments and advances 
made by Canada to each corporation. Subject to any related reserve created in those accounts to ensure fair 
presentation of the financial position of Canada, the value recorded is an asset of Canada. The aggregate of the 
reserves in place in respect of all of these corporations is noted at the foot of this column of data. 
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Notes to the Tables 


Tables 1 and 2 


Petro-Canada International Assistance Corporation and three subsidiaries of Canada Lands Company Limited 
are shown amongst III-I corporations since, though not scheduled in the report period, they had been directed, 
pursuant to s. 86(2) of the FAA, to report their affairs as if they were (III-I) parent Crown corporations. 


Financial year ends; exceptional cases. 


Financial data presented are from audited financial statements for a period other than the report period, as 
follows: 


— Canadian Dairy Commission - 12 months ending July 31, 1988 


— The Canadian Wheat Board - 12 months ending July 31, 1988 and, 


the financial data of National Arts Centre Corporation relate to its financial year ending August 31, 1988, as 
envisaged by the provisions of law which call for this report. 


The equity value for Canada Deposit Insurance Corporation takes account of the position of its Deposit 
Insurance Fund. 


Funding data for Export Development Corporation are Corporate Account data. Budgetary funding to Canada 
Post Corporation includes cultural and special mail subsidies from the Department of Communications. 


Employment data: 


¢ for Canadian Dairy Commission, Freshwater Fish Marketing Corporation, National Arts Centre Corpora- 
tion and The Canadian Wheat Board are as at December 31, 1988. 


* for Canada Development Investment Corporation comprises employment in Eldorado Nuclear Limited and 
that in the parent corporation. 


¢ for Canada Ports Corporation do not include employment in the local port corporations named in these 
Tables. 


¢ for the four Pilotage Authorities include contract pilots. 


Table 3 


6. 


Obligations to the private sector of 


— The Canadian Wheat Board include financing provided by agents. 


— Export Development Corporation are net of the corporation’s cash and securities held. 
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3. SUMMARY PAGES AND THE AUDITED FINANCIAL STATEMENTS 
FOR EACH PARENT CROWN CORPORATION 


_ A Summary Page precedes the audited financial statements of each of the Crown corporations (54 parents and 4 
subsidiaries). 


- Each Summary Page presents basic information about a corporation’s mandate, origins and present status and names 
_ the senior officers as of September 1, 1989. As well, a financial summary provides information such as obligations 
_ (which comprise long-term and short-term loan principal outstanding and other funding to be repaid, plus capital 


leases) and details of the cash provided to the corporation and its subsidiaries by Canada. The non-budgetary 


- amounts displayed in the financial summary have included equity infusions as well as loan funding. 


Bracketed values ( ) denote: for equity, a deficit; for "cash from Canada, net", a net payment to the 
Consolidated Revenue Fund. 


- When the word restated is shown for a year’s financial data, this indicates that changes made by the corporation in 
its audited financial data subsequent to the publication of its Annual Report for that year are reflected in the 


~ summary. 
Page 
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Mingan' ASSOCIAIGS etd een ee ee sek acs Se ae etn ee vires eae ere tr ee ane 256 
Montreal’ Port Gorporations) % [0a 8 8 eee Sree ee nent etera te Sete a, ee eee 258 
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SUMMARY PAGE 
AIR CANADA 


- MANDATE 


The corporation’s mandate in the role of parent Crown corporation ended in August 1988 with the issue to it of a certificate 
of continuance under the Canadian Business Corporations Act and the offer of its shares for sale to the public. Its articles 


_ of continuance contain constraints upon ownership of its shares and upon some aspects of its operations. 


BACKGROUND 


The corporation began operations in 1937. Until 1978, it was a subsidiary of CNR. In 1988 its revenues totalled $3.4 


billion; its average employment totalled 22,600. No federal funds have been invested in Air Canada since the conversion 


to equity in 1978 of $324 million of its debt obligations to Canada. The Air Canada Public Participation Act which 


_ received Royal Assent on August 18, 1988 authorized the issue and sale of shares to the public. Treasury shares were 


sold in October 1988, reducing the Crown’s share of equity to 57 percent, the proceeds accruing to Air Canada for its 
purposes. The entire equity of the Crown, represented by 41.1 million shares, was sold to financial institutions on July 
19, 1989, yielding $472 million to the Consolidated Revenue Fund. 


CORPORATION DATA 


HEAD OFFICE 500 Dorchester Boulevard West 
Montreal, Quebec 
H2Z2X5 
STATUS A private sector corporation since July 19, 1989 
YEAR AND MEANS OF 1937; by the Trans Canada Airlines Act, repealed and replaced by 
INCORPORATION Air Canada Act, (R.S.C. 1985, c. A-10), which was repealed by the 


Air Canada Public Participation Act (S.C. 1988, c.44) on August 
25, 1988 when a certificate of continuance under the Canada 
Business Corporations Act was issued to the corporation. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) 

At the end of the year 

‘Ree IVAN SSL A east eather lett te che aR 3,437 3,085 207 3 2 DDS 

Obligavonsso thesprlvale SCClOls cw toate eee ates ncky =< 1,306 1,346 lek 1,230 

Obligationsto Canada se fas. cMo nthe aa sf ..0s 130 154 176 196 

Equityrot @anada oo, Oca side 1%, Mabel: He MED 530 599 558 mii bo 
Cash from Canada in the year 

Ft DUD SCLABY, cars bw csrmabun .—) oct RETR olen, rR. «5 nil nil nil nil 

— non-bud getary: kins Se a Re nil nil nil nil 


Note: This corporation will not be included in future reporting in this Volume since Canada no longer has equity in- 
terest in Air Canada. 
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MANAGEMENT REPORT 


The consolidated financial statements contained in this annual 
report have been prepared by management in accordance with 
generally accepted accounting principles and the integrity and ob- 
jectivity of the data in these financial statements are management’s 
responsibility. Management is also responsible for all other infor- 
mation in the annual report and for ensuring that this information 
is consistent, where appropriate, with the information and data 
contained in the financial statements. 


In support of its responsibility, management maintains a system 
of internal control to provide reasonable assurance as to the relia- 
bility of financial information and the safeguarding of assets. The 
Corporation has an internal audit department whose functions in- 
clude reviewing internal controls and their application, on an 
ongoing basis. 

The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control and exercises this responsibility through the Audit Commit- 
tee of the Board, which is composed primarily of directors who are 
not employees of the Corporation. The Audit Committee meets with 
management, the internal auditors and the external auditors at least 
four times each year. 


The external auditors, Thorne Ernst & Whinney, conduct an 
independent examination, in accordance with generally accepted 
auditing standards, and express their opinion on the financial state- 
ments. Their examination includes a review and evaluation of the 
Corporation’s system of internal control and appropriate tests and 
procedures to provide reasonable assurance that the financial state- 
ments are presented fairly. The external auditors have full and free 
access to the Audit Committee of the Board and meet with it on a 
regular basis. 


W.J. Reid 
A/Executive Vice President 
Finance & Planning 


Pierre J. Jeanniot,O.C. 
President & Chief 
Executive Officer 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
(in millions of dollars) 
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AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF AIR CANADA 


We have examined the consolidated balance sheet of Air Canada 
as at December 31, 1988 and the consolidated statements of income 
and retained earnings and changes in financial position for the year 
then ended. Our examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at December 31, 
1988 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally ac- 
cepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Thorne Ernst & Whinney 


Chartered Accountants 
Montreal, Canada 


February 10, 1989 


ASSETS 1988 1987 
Current 
Cash and short-term investments ........... : 356 223 
ANCCOUNES FECELVaDICl eerie) cia Sieh ee ; 536 414 
Spare parts, materials and supplies .......... : 125 131 
PECPAICMEXDENSES ccc ceers anne la eaeaa esha svete 16 16 
DeterredsnCcome: taxes act. se cin eran eee 31 36 
1,064 820 
Property and equipment (Note 2) .............. 1,679 1,665 
Investment in other companies (Note 3) ........ 251 154 
Deferred charges and other assets 
CNG te AE) rete cack cee ROR oan tacks eearats RY halo : 443 445 
3,437 3,084 


LIABILITIES 1988 1987 
Current 
Accounts payable and accrued liabilities ...... 419 427 
Adv anceiticketisalessenenti nia merr eite ier 188 186 
Current portion of long-term debt 
and capital lease obligations ............ : 66 67 
673 680 
Long-term debt and capital lease obligations 
(NOES) Fa ak vactentaeta i cevncytens sales: one Mecsas 1,034 1,097 
Other lons-termiliabilities® Siem. te ne eee 31 28 
Deferred creditsi(Note Tite. an esis ae aerer 424 335 
2,162 2,140 
Minority interest i.< < .a.<fsnsis crepes a ats hme : 10 9 
Subordinated perpetual bonds (Note 8)........ ; 336 336 


SHAREHOLDERS’ EQUITY 
Share capital (Note 9) 

Authorized: unlimited number of common 
shares, Class A preferred shares, and Class B 
preferred shares 

Issued and fully paid: 71,895,594 common 


Shares: .i./., jon emiitryoctens mack auc hee o , 563 329 
Retained earnings acetate eine ; 366 270 
929 599 

3,437 3,084 


See accompanying notes. 


On behalf of the Board: 


CLAUDE I. TAYLOR,O.C. 
Chairman of the Board 


PIERRE J. JEANNIOT,O.C. 
President & Chief ExecutiveOfficer 
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AIR CANADA—Continued 


CONSOLIDATED STATEMENT OF INCOME AND 
RETAINED EARNINGS 

YEAR ENDED DECEMBER 31 

(in millions of dollars) 


1988 1987 
Operating revenues 
PASSENI Zen une phere et tee te rere eater : 2,596 2,383 
(GAT OPN, OS NRE e i a atest! al sp RN bees 0 lve 503 412 
(OLE e Ble. REA of os th cee Re ee 327 336 
3,426 3h) 
Operating expenses 
Salaries, wages and benefits ............... , 1,101 954 
PMITCP ATUL UC Be Forres 27-Releic re ilomce gece ces Backs F 481 467 
Depreciation, amortization and obsolescence . . 148 192 
Other ee es bras core cats a cea eae eaters F 1,571 1,414 
3,301 3,027 
Operationiincomemrme sak ee eaerey eee 125 104 
Non-operating income (expense) 
Interest on long-term debt and capital 
leaselobligationS mere en er chee ee (116) (129) 
Gamionidisposaliotassetssrse es eae : iS 30 
(Ole denseotad oS OOO An eat rao cure eae ee : 47 51 
10 (48) 
Income before income taxes, minority 
interest and extraordinary item ............. : 135 56 
Provision for income taxes (Note 10) .......... (37) (10) 
MinOritysintenrest pasar foe bok d- pst. wonder aren errr: ! 
Income before extraordinary item ............. 99 46 
Bxtraordinary/item (Notedlil!)) 232252. oe (3) 
INCEINCOMC merece ccc ere ores eneyege airs cite se 96 46 
Retained earnings at beginning of year ......... 270 224 
Retained earnings at end of year .............. 366 270 


Earnings per share (Note 12) 


See accompanying notes. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(in millions of dollars) 


1. Significant accounting policies 


(a) Consolidation and investment in other companies 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in millions of dollars) 
1988 1987 
Cash provided by 
(used for) 
Operations 
Income before extraordinary item ........ : 99 46 
Extraordinaryatem cee eiccne tete s re : (6) 
Non-cash items included in 
NELINCOMEL yaa tetane fetes te aot ; 6 97 
INCOMEeNTESUILS terete ae ote ; 125 143 
Change in net trade 
balancest state tk ai 2h fe SS ae or a8 aie ; (126) (35) 
Change in spare parts, materials 
ANG SUPPHESievsroctalarerave. vessrornaaetstoeitsleys : (9) (31) 
Increase (decrease) in advance ticket 
SaleStky wrgecht weaet Rw s ibe oyna isn ee tae : 2 (3) 
Others te Ate) echelon ole F (12) 14 
(20) 88 
Financing 
Issteolucommontsharesi ee tee ia cere : 236 
Kong-term/DomowingS erst. ocd see b 75 76 
Repayment of long-term debt 
and capital lease 
ODLISAtlONS was segs cuckekags fue cysta Meda enone ; (71) (139) 
Othe ne terccarrcige stata enye eet p (89) (53) 
151 (116) 
Investments 
Proceeds form disposal of assets ......... : 517 294 
Additions to property and equipment ..... 2 (516) (199) 
Investment in subsidiaries and other 
COMPANleSHR a -tiseaes. cele eats teekeee eD. : (7) (232) 
Dividendseccived tap there el a.cert, eke 2 8 6 
2 (131) 
Increase (decrease) in cash position .......... , 133 (159) 
Cash position at beginning of year ........... : 223 382 
Cashi position atiend/ofi yeane ome. u ask ee : 356 228 


Cash position consists of cash and short-term investments. 
See accompanying notes. 


(b) Foreign currency translation 


The consolidated financial statements of the Corporation 
include the accounts of Air Canada and its subsidiaries, 
Touram Inc., enRoute Card Inc., enRoute Card Interna- 
tional Inc., Air Ontario Inc., AirBC Limited, Express 
Messenger Systems, Inc., Northern Express Messenger Sys- 
tems Ltd., Air Alliance Inc., Northwest Territorial Airways 
Ltd., and 395259 Alberta Ltd. The investment in Gelco 
Express Limited has been recorded in the 1988 consolidated 
balance sheet on the equity basis (consolidated in 1987 
comparative figures) as a result of a plan for its disposal 
(Note 14). The results of operations of this subsidiary have 
been consolidated with those of the Corporation for both 
1987 and 1988. All inter-company transactions have been 
eliminated. 

Investments in other companies are accounted for on equity 
basis. 

The excess of the acquisition cost of investment in subsi- 
diaries and other companies over the Corporation’s 
proportionate share of the underlying value of the net assets 
at dates of acquisition, represents goodwill and is amor- 
tized over periods not exceeding 25 years. 


Monetary assets and liabilities in foreign currencies, with 
the exception of subordinated perpetual bonds, are trans- 
lated at month-end exchange rates. Gains or losses are 
included in income of the year, except gains or losses 
relating to long-term debt and capital lease obligations 
which are deferred and amortized over the remaining life 
of the debt or obligation. In 1988 the Corporation acquired 
zero coupon bond investments to fund the deferred foreign 
currency exchange loss on certain Swiss Franc and 
Japanese Yen debt. Accordingly, deferred foreign exchange 
losses equalling the amount of future interest on these 
investments have been segregated and will be amortized to 
income at amounts equal to the interest earned on the zero 
coupon bonds. The maturity dates of the investments close- 
ly match the repayment dates of the related debt. 

Other assets and liabilities, subordinated perpetual bonds 
and items affecting income are converted at rates of ex- 
change in effect at the date of the transaction. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


(c) Spare parts, materials and supplies 


Spare parts, materials and supplies are valued at average 
cost. A provision for the obsolescence of flight equipment 
spare parts is accumulated over the estimated service lives 
of the related flight equipment. 


(d) Gains on sale and leaseback of assets 


Gains on sale and leaseback of assets are deferred and 
amortized to income over the terms of the leases as a 
reduction in rental expense. 


(e) Airline revenue 


Airline passenger and cargo sales are recognized as opera- 
ting revenues when the transportation is provided. The 
value of unused transportation is included in current lia- 
bilities. 

(f) Pension expense 


Pension expense consists of the actuarially computed costs 
using management’s best estimate assumptions of the pen- 
sion benefits in respect of the current year’s service, 
imputed interest on plan assets and pension obligations, and 
straight-line amortization of experience gains or losses, 
assumption changes and plan amendments, over the average 
remaining service life of the employee group. 


(g) Maintenance 


Maintenance and repairs are charged to operating expenses 
as incurred, except for significant modification costs which 
are capitalized. 


(h) Depreciation and amortization 


Operating property and equipment, including assets under 
capital lease, are depreciated or amortized to estimated 
residual value based on the straight-line method over their 
estimated service lives. Estimated service lives for flight 
equipment range from 12 to 20 years, except when extended 
by significant modifications. Estimated service lives for 
other property and equipment range from 3 to 40 years. 


(i) Interest capitalized 


Interest on funds used to finance the acquisition of new 
flight equipment and other property and equipment is capi- 
talized for periods preceding the dates the assets are put 
into service. 


(j) Investment tax credits 


Investment tax credits related to assets acquired prior to 
1985 are recognized in income net of applicable deferred 
income taxes, using the flow through method in the year in 
which the credits are claimed for tax purposes. Investment 
tax credits related to assets acquired after 1984 are recog- 
nized as a reduction of the cost of property and equipment 
in the year of acquisition. 
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. Property and equipment 


December 31 
1988 1987 
Cost 
Flightiequipmenthieire tes itn eaci = : 2,090 2,066 
Flight equipment under capital lease .... . 185 257 
Pepif |) PEWS: 
Other property and equipment ......... : 731 703 
3,006 3,026 
Accumulated depreciation and amortization 
Blightequipment.. ee eee eee : 830 810 
Flight equipment under capital lease .... . 134 205 
964 1,015 
Other property and equipment ......... : 489 447 
1,453 1,462 
1,553 1,564 
Progress payments. een eer 126 101 
Property and equipment at net 
book-ValuGwrt errr ceo acanrowe es : 1,679 1,665 


Interest capitalized during the year amounted to $11 (1987— 
$3). 

During the year, 26 B-727 aircraft were sold on a forward 
basis with delivery commencing in 1990 and extending over 3 
years. These aircraft, which have a net book value of $35 at 
December 31, 1988, will be removed from property and equip- 
ment as they are delivered. The residual value of these aircraft, 
previously estimated in accordance with the Company’s 
acoounting policy (Note 13), has now been determined by the 
terms of the sales agreement. As a result, depreciation expense 
in 1988 has been adjusted, and these aircraft will be fully 
depreciated to their revised residual values by delivery, so that 
there will be no gain or loss on sale. 


. Investment in other companies 


Investment in other companies includes Gelco Express 
Limited (1988 only—100%), GPA Group Limited (22.39%), 
The Gemini Group Limited Partnership (50%), and other com- 
panies (30.3% to 50.0%). 

The Corporation’s share of the earnings of these companies, 
except Gelco Express Limited, has been included in other non- 
operating income and amounted to $34 (1987—$26). The 
earnings of Gelco Express Limited have been fully consolidated 
(Note 14). During the year, the Corporation recorded a $15 gain 
disposal of assets resulting from dilution of its investment in 
GPA Group Limited. 


. Deferred charges and other assets 


December 31 
1988 1987 


Foreign currency exchange losses on 

longstermidebty*}. me: Ja: agers eiceer é 103 151 
Employer pension plan contributions 

in excess of amounts included 


iD: INCOME cise hs ole eee tees calinlap eee 2 163 115 
Bond: issue costs: w.. ihe a oeineecure 3 oa 3 : 44 49 
Goodwill (Note 14)\ec se iaciete sie esto eae , 40 94 
Zero coupon bonds to fund deferred 

POTEET CXCNAN GE: career etntn arate reer als ‘ 28 
Omer Fol. eae Se tebe ees entere ee ; 65 36 
Deferred charges and other assets ......... 443 445 


Amortization of deferred charges for the year amounted to 
$20 (1987—$29). 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


5. Long-term debt and capital lease obligations 


Final Interest December 31 
Long-term debt maturity rate (%) 1988 1987 
$ $ 
WeSdollar (a) ee 1991-96 8.0-9.7 374 452 
Canadian dollar 
Government of 
Canada te... 1993 i? 130 154 
@thetern Heer 6. 1990-2000 Various 183 25) 
Swiss franc 
pbonds:(b)ieaet same te 2002 51125 159 204 
Deutsche mark 
bondsi(C)igerstasne oa 1992-93 7.38-9.0 135 165 
Japanese yen 
bonds: (d) ieee 1995 123 143 161 
U.K. sterling 
bondsi(G) en eeatee er 1994 P1225 70 70 
French franc 
NOLESTM an cetera ces 1993 9.25 18 29 
Deferred foreign 
SHG MANIO(C)) co gduc000 (37) (68) 
In-substance defeasance 
(Note) eel ee (131) (159) 
Net long-term 
debt say aeteth 4h. s8: 1,044 1,133 
Capital lease 
lease 
obligations 
Future minimum lease 
payments net of 
amounts defeased 
(NoteO) Bens... 6 ee 10 23 
Interest and 
holdbacks! 2.27. :- (1) (8) 
Net present 
value of 
capital lease 
obligations ........ 9 15 
Net long-term 
debt and 
capital lease 
obligations (f) ....... 1,053 1,148 
@trrentiportioniee. ae (66) (67) 
Net value of related 
long-term forward 
exchange contracts ... 47 16 
Long-term debt 
debt and 
capital lease 
obligations .......... 1,034 1,097 


At December 31, 1988, Air Canada had the following financ- 
ing facilities established on an unsecured basis, against which 
there were no drawings: 

—$200 revolving and term credit agreements with two Cana- 
dian chartered banks. The revolving and term periods are three 
and five years respectively. 

—up to U.S. $400 from a group of Japanese financial institu- 
tions, for a total term of 15 years commencing with availability 
in 1990. 

—up to U. S. $400 from a Euro Note Issuance Facility with 
an initial term of eight years, including a three year fully 
revolving availability period, extendible yearly by mutual 
agreement. 
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In addition, Air Canada had received commitments for the 
following financing facilities: 

—up to U.S. or Canadian $400 from a group of financial 
institutions in Canada with an initial term of eight years, includ- 
ing a four year fully revolving availability period, followed by 
a four year reducing revolving availability period, extendible 
yearly by mutual agreement. This arrangement when finalized 
will replace the existing $200 revolving and term credit agree- 
ments with two Canadian chartered banks. 

—up to U.S. $200 related to the acquisition of Airbus A320 
aircraft, for a term of 15 years from drawdown, available pro- 
rata on the delivery of certain of the A320 aircraft. 

Subsidiaries have similar financing agreements totalling $60 
of which $23 was drawn down as at December 31, 1988. 

Capital leases are recorded at the present value of the lease 
payments using the interest rate implicit in the lease. The 
average implicit interest rate of these obligations is 7.6% and 
their expiry dates are from 1989 to 1991. 


(a) Essentially all the U.S. debt is covered by long-term U.S. 
currency forward exchange contracts. An interest rate swap 
agreement for U.S. $50 in notional principal expires in 
1990. In this agreement the Corporation has assumed the 
variable interest rate position adjusted quarterly to the 
prevailing LIBOR rate against a 10.36% fixed interest rate 
position assumed by a third party. 


(b) These bonds may be called by the Corporation at a premium 
until 1997 and at par thereafter. 


(c) In February 1987, the Corporation concluded an agreement 
with a German bank pursuant to which it issued to the bank 
Deutsche mark 200 million of 63/8% interest adjustable 
subordinated perpetual bonds in consideration for which 
the bank will convert the existing Deutsche mark 200 mil- 
lion long-term debt into these subordinated perpetual bonds 
and fund the interest payment requirements on these perpe- 
tual bonds until conversion in 1992 and 1993. The principal 
component of the subordinated perpetual bonds will be 
recorded in the accounts upon actual conversion and until 
such time, the Corporation is contingently liable for such 
obligations. The perpetual bonds are unsecured. The inter- 
est rate will be 63/8% until 1994 and reset for each 
subsequent 3 year period based on an interest rate index. 
The perpetual bonds may be called by the Corporation on 
each interest rate reset date at par. As a result of this 
transaction, the deferred foreign exchange position in re- 
spect of the Deutsche mark 200 million of existing 
long-term debt ($37 deferred loss as at December 31, 1988) 
will no longer be amortized to income. Upon conversion, 
any then existing deferred foreign exchange gain or loss 
will be applied against the value of the perpetual bonds. 


(d) In October 1987, the Corporation concluded an agreement 
with a financial institution pursuant to which it issued JYE 
15 billion of 5.8% interest adjustable 20 year notes in 
consideration for which the institution will convert the 
existing JYE 15 billion long-term debt into these notes and 
fund the interest payment requirement on these notes until 
conversion in 1990. The principal component of these notes 
will be recorded in the accounts upon actual conversion and 
until such time, the Corporation is contingently liable for 
such obligations. The interest rate will be reset in 2002 
based on an interest rate index. These notes are unsecured 
and may be called by the Corporation at a premium until 
1997 and at par thereafter. 
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AIR CANADA—Continued 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS—Continued 


6. 


(e) The Corporation has a currency swap agreement with a 
Canadian bank which has the effect of extinguishing future 
exchange fluctuations of the Sterling debt and interest. 


(f) All debt is unsecured with the exception of subsidiaries’ 
debt totaling $183, which is secured by certain of their 
assets. Various obligations contain covenants which, in 
certain circumstances, could require the furnishing of sat- 
isfactory security or alternatively prepayment in the event 
that the votes attaching to the Government of Canada’s 
shareholding fall below 51%. The Corporation believes that 
satisfactory security can be provided either at no cost or at 
a cost that would not be material to the Corporation in any 
given year. 

Repayment requirements for the next five years, net of 
defeasance and incorporating the above noted debt exten- 
sions, are as follows: 


1989 1990 1991 1992 1993 
Long-term debt .. 3) 65 64 64 65 
Capital 
lease 
obligations .... 7 3 


In-substance defeasance 


The Corporation has deposited government securities in irre- 
vocable trusts, solely to satisfy the scheduled interest and 
principal repayment requirements of $275 in long-term debt 
and capital lease obligations. These obligations, which at De- 
cember 31, 1988 amounted to $131 (1987—$159) in long-term 
debt and $16 (1987—$43) in capital lease obligations, are 
considered extinguished for financial reporting purposes and, 
together with the related securities, have been removed from 
the Corporation’s balance sheet. 


. Deferred credits 


December 31 


1988 1987 
Gain on sale and leaseback of assets ....... 260 he 
Income taxeSimesic ee berae een atreen ey ot. 138 106 
LOlitte ais Soe Atte ea SA Oe, eee Serene 26 17, 
Deferredicredits/ ee oe Soe eee Se 424 335 
. Subordinated perpetual bonds 
December 31 
1988 1987 


300 million Swiss francs at 6 1/4% 
Callable in year 2001 
every fifth year 
thereattenan O27. Of pate sonra asus : 202 202 
200 million Swiss francs at 5 3/4% 
Callable at 101 1/2% of par in year 
1999 and every fifth year 
thereafteratllO2%iofipar S2eekol..ee 2 134 134 
336 


Subordinated perpetual bonds ............. 336 


The maturity of these bonds is only upon the liquidation, if 
ever, of the Corporation. Principal and interest payments on 
these bonds are subordinated to the prior payment in full of all 
indebtedness for borrowed money. Since it is not probable that 
circumstances will arise requiring redemption of the bonds and 
since, under present circumstances, it is not probable that the 
Corporation will call the bonds, they are valued at the historical 


10. 
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exchange rate and no provision is made for foreign exchange 
fluctuations. Based on the Canadian dollar/Swiss france ex- 
change rate as at December 31, 1988, the Canadian dollar 
equivalent of 500 million Swiss francs is $397. 


Share capital 


The authorized capital of the Corporation consists of an 
unlimited number of common shares, Class A preferred shares 
issuable in series and Class B preferred shares issuable in 
series. Issued capital consists of common shares and the 
changes in the outstanding number of such shares and their 
aggregate stated value during the year are as follows: 


Number of 
shares Amount 
Outstanding at beginning 
OlcY Calgmerpamrise ais iecic oss, os.as Shee 3 329,009 329 
Adjustment to reflect share 
split on a 125 to | basis 
Septeniber@OSs: ~ Ayo ...c-s.. dae. oe 2) S079 7G 
41,126,125 329 
Issued for cash in October 
1988 net of issue costs 
Of Siileattenitaxmaenaes). Gis sekels cane. : 30,769,469 234 
71,895,594 563 


(a) Included in the public share issue in October, 1988 were 
5,165,877 common shares issued to the trustee for eligible 
employees, retirees and executives pursuant to share pur- 
chase plans established by the Corporation. Of these, 
1,301,707 shares were issued at a 10% discount from the 
public offering price of $8.00 a share. In addition, there 
are 2,151,437 matched shares reserved for issuance to 
eligible employees at $0.01 per share. Subject to continuing 
eligibility, employees have the right to purchase 50% of 
such shares in October, 1989 and the balance in October, 
1990. 


(b) Certain shares under the employee share purchase plans 
were funded by $26 of non-interest bearing loans from the 
Corporation. The balance outstanding at December 31, 
1988 amounted to $24. 


(c) The Corporation has adopted a stock option plan under 
which eligible executives of Air Canada will be entitled to 
receive common share purchase options at a price not less 
than the market value of the shares at the date of granting. 
Options to acquire 723,272 common shares at $8.00 per 
share have been granted during the year. These options are 
exercisable in the amount of 331/3% of the shares per year 
on a cumulative basis, commencing in 1989. 


Income taxes 


The Corporation’s income tax provision (recovery) consists 
of the following: 


Year ended 

December 31 
1988 1987 
GUTS Hi Ute seca con oe ted ee eee eae ; (2) 
Detered™ = ot. s ics ane es : 37 12 
Provision for imcome taxes cave coils ye ae : Cy 10 


Income tax expense differs from the amount which would be 
obtained based on the combined basic Canadian federal and 
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provincial income tax rate. These differences result from the 
following items: 


1988 1987 

Provision based on combined rate .............. , 57 26 
Tax exempt earnings of related companies ....... , (13) (11) 
Lower effective income tax rate on 

Capitals (@arnsslOSSes aera. setcteus sian cier ateiars: cine ; (5) (6) 
Investment tax credits, net of deferred 

INCOME LAXe Ole 4a ween oka. oAetse hasnt eyopos 2 (5) 
INON=<dedUuctiDlelexPenSeSmsseetverier tists eet cate ; 3 
Subsidiary company losses for which no tax 

benefitrecorded Pye nein yn et eile oelete cee : l 
Provisioniror INnCOMe taxes Waa ache sleek : 37 10 


Extraordinary item 


Provision for the cost of a major staff reduction program 
amounted to $3 after deducting deferred income taxes of $3. 


Earnings per share 


Year ended 
December 31 
1988 1987 
Basic 
Income before extraordinary item ....... 2.07 it 
Extraordinary itemumen ceric acec ss (0.07) 
INGHINCOME ZS eects ctauelcvs sncer- erat ely stetate ers 2.00 eu 
Fully diluted 
Income before extraordinary item ....... 1.85 0.92 
Extraordinary itemise tte) tare en seh (0.07) 
INGt INCOME sera ctttecioce esvavoleveveralennate Ss 1.78 0.92 


Earnings per share has been calculated using the weighted 
average number of common shares outstanding during the year 
after giving retroactive effect to the stock split in September, 
1988. The calculation of fully diluted earnings per share was 
based on the assumed exercise of outstanding rights and share 
options relating to the Corporation’s share capital (Note 9) 
together with the effect on consolidated income of similar 
dilutive factors in subsidiaries and other companies accounted 
for on the equity basis. 


Change in accounting estimates and other adjustments 


(a) Effective January 1, 1988 the Corporation increased the 
estimated residual values of substantially all of its aircraft 
and the estimated service lives of B-767 aircraft in the 
determination of 1988 depreciation expense. This change 
increased 1988 net income by $16 after deducting deferred 
income taxes of $12. 


(b) Certain comparative figures have been reclassified to con- 
form to the accounting presentation adopted in 1988. 


Subsidiaries 


(a) Acquisition 


During the year the Corporation used the purchase method 
to account for its acquisition of a 90% interest in Northwest 


IS. 
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Territorial Airways Ltd. The net assets acquired and con- 
sideration given are summarized as follows: 


Net assets at acquisition, at assigned 


Wallies: 4 <..y..c5 24 tbat. kpeg eine ss Mls tae. 3) 
Minority:interests, orca cn.t <i gctord igre cversheorsysversec ee hISS : 
Netitangiblejassets:acquired a Qs .niise salads eye kis - : 3 
Goodwill ee tee ies erty. ext ee i he. oie 2 10 


Gashiconsiderattontees (eas fete ree ee ieee 4 13 


Consolidated net income includes the operating results of 
this subsidiary from the date of acquisition. 


(b) Gelco Express Limited 


In February 1989, th Corporation entered into an agreement 
to sell its overnight small parcel door-to-door business and 
the overnight business of its subsidiary, Gelco Express 
Limited, in exchange for a 22% equity interest in Purolator 
Courier Limited and other consideration. Based on the 
terms of the agreement, which is expected to close in 
March, no gain or loss on disposal of these assets will be 
recorded by the Corporation. Consolidated operating in- 
come of the Corporation includes approximately $7 losses 
from the business activities included in the sale transaction. 


Subsequent to the acquisition of Gelco Express Limited by 
the Corporation in 1987, events disclosed discrepancies in 
the value of its assets at acquisition. The Corporation has 
threatened legal action for substantial damages and discus- 
sions are continuing with the objective of negotiating a 
settlement. Recoveries will be recorded as a reduction of 
certain of the Corporation’s courier business investments 
or otherwise as is appropriate. 


Commitments 


The Corporation has commitments to purchase aircraft and 
spare engines for U.S. $1,501 and CDN $245. Other commit- 
ments for property, ground equipment and spare parts, 
amounted to approximately $61 Canadian. 

Future minimum lease payments under operating leases of 
aircraft and other property total $1,932 and are payable as 
follows: 


989 og sid ace etaye ehh ee tee a heey Akt ean eee ae Re om Oe ie . 172 
GOES eerie cuca ste Ove okey etc as Soma ke oh PR ee : 157 
LOI Ae te, Sisal rat  oposttn neeot Reis rabs tgieesrorarer a taeversi a ahare Meare , 152 
1992 ret 9h DAA OR s.. See PASE. tse eS aRG : 150 
1993s 5 Fsmbugtyass. nash seh sae PAS ER RSet. Ghee , 130 
Remainingavéars: 212..hteoce ee eek ass Soe RT OMN-BGsel2 ; 1,171 


The Corporation has commitments related to use of travel 
awards by members of Aeroplan, its frequent flyer program. It 
is estimated that the incremental cost of honouring all commit- 
ments under the program would be less than $18, net of income 
taxes of $12 which is not material in relation to the Corpora- 
tion’s financial position or the results of its operations. 


Pension plans 


Air Canada and its subsidiaries maintain several defined 
benefit pension plans. Based on the latest actuarial reports 
prepared as of December 31, 1987 using management’s best 
estimate assumptions, the present value of the accrued pension 
benefits as at December 31, 1988 amounted to $2,038, and the 
market value of the net assets available to provide these bene- 
fits was $2,550. 
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Various lawsuits and claims are pending by and against the 
Corporation. It is the opinion of the management supported by 
counsel that final determination of these claims will not materi- 
ally affect the financial position or the results of the 
Corporation. 

Under aircraft sale and leaseback agreements, the Corpora- 
tion may be required to provide residual value support not 
exceeding $224. Independent appraisals have indicated it is 
unlikely the Corporation will be required to provide this sup- 
port. 


Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties including the Government of 
Canada, its agencies anf Crown Corporations. The Corporation 
derives revenues from related parties for passenger, cargo and 
other services. Expenses with related parties include landing 
fees, terminal assessments, taxes and interest on long-term 
debt. Account balances resulting from these transactions are 
included in the balance sheet and are settled on normal trade 
terms. 


. Segmented information 


_ 


The Corporation’s primary business is the transportation of 
passengers and cargo on scheduled airline services over routes 
authorized by the National Transportation Agency of Canada. 
Principal assets are located in Canada with substantially all of 
the operations involving flights within, to or from Canada. 


Act of incorporation and legislative provisions 


On August 25, 1988 the Corporation ceased operating under 
the Air Canada Act, 1977, as amended, and was continued 
pursuant to Articles of Continuance under the provisions of the 
Canada Business Corporations Act. On October 13, 1988 the 
Corporation issued common shares to the public and at that 
time, ceased to be a Crown Corporation. 

The foregoing was authorized by the Public Participation Act 
which came into force on August 18, 1988. Under provisions of 
this Act, the Corporation’s Articles of Continuance include 
limits on individual and aggregate non-resident public owner- 
ship of voting shares of 10 percent and 25 percent respectively, 
which includes associates of such shareholders. 


. Subsequent events 


(a) Air Canada has finalized plans to purchase seven Boeing 
747-400 combination aircraft. The three ordered including 
associated spare parts and equipment are valued at approxi- 
mately $600 with delivery between December 1990 and 
May 1991. Four options to purchase are available to com- 
plete the planned acquisition at a later date. 


(b) Effective January 1, 1989, the Corporation will change its 
method of accounting for its investment in GPA Group 
Limited from the equity method to the cost method. This 
change is a result of anticipated dilution in its percentage 
shareholding and other factors. Under the equity method 
the Corporation recorded its appropriate share of GPA 
Group Limited’s earnings in non-operating income and 
under the cost method it will record only dividends. 
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SUMMARY PAGE 
ATLANTIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service within designated 
waters in and around the Atlantic provinces. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governer in Council, which-establish compulsory pilotage areas; prescribe the ships/classes of ships that 
are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and pilotage 
tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and reasonable 
and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE Suite 1203 
Bank of Montreal Tower 
5151 George Street 
Halifax, Nova Scotia 


B3J 1M5 
STATUS — Schedule III, Part I 

— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
INCORPORATION 
CHAIRMAN AND CHIEF C.R. (Ted) Worthington 


BXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the year 

eOtal’A SSCESI IL oar st Sees Sie Fare Sie: < ete cit as oe 3 9s 1.9 2.0 1.4 [eZ 

Wolicationstothe Private SeClOn 22. cue. ses ee nil OF 0.1 0.3 

(IGUAL OER Cad QTE \0 E Wes ane SM tote eer ri AY fea 0.2 O83 0.4 0.4 

Baty of Canada 25 che ea see he rae ee etek 0.5 negl. (0.3) (0.6) 
Cash from Canada for the year 

OUI POLAT sera sa ca aac nee cer sc is ces nce PRO eens a 0.5 0.4 WP) 0.6 


mem IOU OUGICLATY.« icles ters cass ins oc A Le ee ee ye nil nil nil nil 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Atlantic Pilotage Authority 
as at December 31, 1988 and the statements of operations, con- 
tributed capital, deficit, and changes in financial position for the 
year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Authority as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 

Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Pilotage Act and regulations, and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


February 23, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
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ASSETS 1988 1987 
$ $ 
Current 

CASH, Reece cM eet ceca Sarak psa caus Gisyeacuye os 53,143 350 
ACCOUNIS FeCeIVaDIO TIN isc Ee ica eis ars an Lieiers 744,439 975,337 
Prepaid expenses wate nya raeteetsitcteatvote i as 15.246 16,153 
812,828 991,840 
Fixed: aticosti(Norera) im seer eece ree eee 1,883,785 1,867,967 
Less: accumulated depreciation ............. 786,984 854,902 
1,096,801 1,013,065 
1,909,629 2,004,905 


Approved by the Authority: 


C. R. WORTHINGTON 
Chairman 


HORTON WINTERS 
Member 


M. R. McGRATH 
Treasurer 


LIABILITIES 1988 1987 
$ $ 
Current 
Bank ma@ebtednesst e... <1. ctierees mailers < : 185,970 
Accounts payable and accrued liabilities .... . 489,896 766,89 | 
Obligation under capital lease agreements 
(Notes) ieeretan tetas ecco. 5..2 cise ometomeneietoe ere : 99,420 91,574 
Current portion of accrued employee 
termination) benefits) ei. .ne ceraanrr eects F 65,423 52,864 
654,739 1,097,299 
Long-term 
Accrued employee termination benefits ..... : 618,591 671,285 
Obligation under capital lease 
APTEeMeNtSUNOIE D) irs) seis rae asi : 95,880 195,300 
714,471 866,585 
1,369,210 1,963,884 
Commitments and contingency (Note 8) 
CONTRIBUTED CAPITAL AND DEFICIT 
Contnbutedicapitalitaes smc. <n santa eer: : 1,606,516 1,271,810 
Deficiteeepee citys rite cole. «fcc aaces oaateoiaten ‘ (1,066,097) (1,230,789) 
540,419 41,021 
1,909,629 2,004,905 
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ATLANTIC PILOTAGE AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 
Income 
Pilotageichargestrnsnucayery npc te atobocaee hays 7,065,895 6,336,404 
Interestiandother income am maser sett eae ee 37,755 36,743 
7,103,650 6,373,147 
Expenses 
Pilots’ fees, salaries and 
benefilss: snrpreciic 4. cireictucine tubssasts fants 3,337,750 3,144,347 
Pilot boatsjoperatin s\COStSi an. yercts epee cree 2,279,776 2,085,750 
Stafhisalanesvand benefits. ns ee eis 394,004 375,411 
‘iransportationvand| travel. .c. .iisiss sas «a)ato = 357,891 287,381 
Professional and special services ............ 251,673 227,885 
Rentalsmcyrsey a iat hye vice Ging lee son atgitte gactats 119,498 110,908 
Depreciationy ane aspece ohooh cde eiemcr's 102,623 88,665 
Utilities, materials and 
SUD PiCSte may mace Ro Meeed crc teiks easiseeh ster creous 84,764 72,246 
Communications sure taeer Se beree eo a keke 81,619 85,176 
Interest on capital 
LEASES Peart Pera ttes ester P oc uesecgis eis ctaciesScevone as 22,015 29,448 
SUN OLY. faves says eyo ie eeatete cyote ts yer wea tee usis Dayo 5:5 16,650 15,270 
7,048,263 6,522,487 
Net profit (loss) for the 
IKECS Cemetcrceret ic ets CRO TROT HONOR ORIEN 55,387 (149,340) 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
Balance, beginning of the year ................ 1,271,810 933,988 
Parliamentary appropriation to finance 
(Note 3(a)) 
FA GGIIONSHOMINeGtaaSetS 1 iy aevne) sete aeeileree 243,132 253,482 
Principal payments on capital 
NE ASCS ampere ree eerste near Deore cosnernerereis eal ste 91,574 84,340 
334,706 337,822 
Balance, endioitheryeare.n ase n aericrte aere eae 1,606,516 1,271,810 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
Balance, beginning of the year ................ 1,230,789 1,203,362 
Net (profit) loss for 
PRON CAIs cre = cakep ieee toon cy aris else. are ole: tise lo ss (55,387) 149,340 
1,175,402 1,352,702 
Parliamentary appropriation to 
finance cash operating loss 
(note eS U(a) Seer emreae RR MOR ere! Soa vo arissun sree sie fuete% 109,305 121,913 
Balance end:ofitheiyears neta acetate ws 1,066,097 1,230,789 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
Operating activities 
Cash provided by (used for) 
operations 
Net profit (loss) for the 
V CAD Wenetere tense, orev ecer ss seex cathe eaten: austere seer mien : 55,387 (149,340) 
Items not requiring cash 
Depreciation cues an. ccm crsayatieon o- : 102,623 88,665 
Increase in accrued employee 
termination benefits ............... ; 70,495 60,102 
228,505 (573) 
Cash provided by (used 
for) non cash working 
Capitals ivi mick wisia cers Sete ee terete Rane us F (45,190) 56,420 
Employee termination benefits 
Payments Ass feraee ses canes eee eee ; (110,630) (108,732) 
Cash provided by (used for) 
Operating aCtivitles yer eee eee eee : 72,685 (52,885) 
Financing activities 
Parliamentary appropriation to 
finance (Note 3(a)) 
Cash operating 
LOSS "Siteteis « syareistesers tie ne te aioe ae aint oreys : 109,305 121,913 
Bixediassetadditionsmenrr eer eer ; 243,132 253,482 
Principal payments on capital 
LEW: God obod okoahore SOR Us DO oOo SAE : 91,574 84,340 
444,011 459,735 
Principal portion of capital lease 
PAVIMEN tS) erererracers er etoretennela skelcrarerrorers ‘ (91,574) (84,340) 
Increase (decrease) in bank 
INGEDLCANESS i.e, stesso = occrarepayvre open oiotes sedate : (185,970) 74,515 
Cash provided by financing 
ACUEVILIES Oy scer¥.onsptereraiene soa rarest eae Neorenareres F 166,467 449,910 
Investing activities 
NG OTS OMCUALAS, geo ccincappedocnes : (186,359) (396,978) 
Cash (used for) investing 
EYSINATI nena Gh 6 Se tGioda Bao enon p aspmace ob : (186,359) (396,978) 
Increase in cash during 
theryeata act. acts. soraun Set. phe etdontae: = ; 52,793 47 
Cashybeginningofithe year <5. ta. sero : 350 303 
GCashyendlofithelycat monet n teint : 53,143 350 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Objectives and activities 


The Atlantic Pilotage Authority (the "Authority") was estab- 
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3. Parliamentary appropriation 


(a) On March 27, 1988, the Government of Canada provided, 
through Appropriation Act No. 6, 1987-88, for the 1987 


lished on February 1, 1972 pursuant to the Pilotage Act. The 
objects of the Authority are to establish, operate, maintain and 
administer a safe and efficient pilotage service within desig- 
nated Canadian waters. The Act provides that pilotage tariffs 
shall be fair, reasonable and sufficient, together with any 
revenue from other sources, to permit the Authority to operate 
on a Self-sustaining financial basis. 

The Authority is a Crown corporation listed in Schedule III, 
Part I of the Financial Administration Act and is not subject to 
income tax under the provisions of the Income Tax Act. 


. Significant accounting policies 


(a) Parliamentary appropriation 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, the Authority 
requests parliamentary appropriations to recover cash oper- 
ating losses. These appropriations are recorded in the 
accounts when approved by Parliament and are reflected in 
the statement of deficit. 

Parliamentary appropriations to finance capital assets and 
the principal portion of payments under capital lease agree- 
ments are shown as contributed capital when approved by 
Parliament. 


(b) Depreciation 


Depreciation of fixed assets is calculated on a straight-line 
basis and is based on the estimated useful life of the assets 
as follows: 


Pilot boats 
Furniture and equipment 


20 to 25 years 
5 to 10 years 


(c) Capital leases 


The Authority leases pilot boats from Canada under long 
term financing leases. Under the terms of the lease agree- 
ments, the Authority assumes the rights and obligations of 
ownership. As a result, the leases are treated as purchases 
and the principal portion of lease payments is capitalized 
and depreciated over the estimated useful lives of the boats. 
The corresponding liability is reduced by the principal 
portion of lease payments and the interest portion is ex- 
pensed in the year to which it relates. 


(d) Pension plan 


All employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the em- 
ployee and the Authority. Contributions with respect to 
current service are expensed in the current period. Con- 
tributions with respect to past service benefits are expensed 
when paid, generally over the remaining years of service of 
the pilots. 


(e) Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded as 
they accrue to the employees. 


cash operating loss and capital expenditures of the Auth- 
ority. An amount of $444,011 was received in 1988 by the 


Authority in respect of this appropriation. 


(b) On February 14, 1989, Treasury Board approved the Auth- 


ority’s application, in the amount of $528,000, to 


include 


an item in Supplementary Estimates for 1988-89 for the 
1988 capital expenditures and the estimated cost of an 


additional pilot boat. The amounts are as follows: 


$ 
PilotiDOdtigere sitio sic ors nsyoocveee ae eepeeaerereys : 310,000 
Fixedsassetadditions) +)... jest aeenereenieeerersrae : 68,484 
Principal payments for capital 
eee. oi 30 ACERT ALS cc.o.c Dio oe mtctnas : 99,420 
477,904 
4. Fixed assets 
1988 1987 
Accumulated 
Cost depreciation Net Net 
$ $ $ $ 
Land <4 cepts 2) 450 450 450 
Pilot’ boats Merry se =. 587,048 117,506 469,542 480,340 
Pilot boats under capital 
leased taatntaesr Ges 1,094,407 556,88 1 537,526 458,720 
Furniture and equipment . 201,880 112,597 89,283 73,555 
1,883,785 786,984 1,096,801 1,013,065 


5. Capital lease agreements 


The Authority leases pilot boats under long term financing 
leases. The payments required under the leases are as follows: 


1988 1987 
$ $ 

9 3/8% lease agreement, due April 

1991, payable in blended 

annual payments of 

SOA SOM P a iets ofr o/s vise ersioe case ; 164,355 219,140 
8% lease agreement, due October 

1989, payable in blended 

annual payments of 

DG TR OMem eran et ca ose caste: «sein Sencha _ 31,077 62,154 
8% lease agreement, due November 

1989, payable in blended 

annual payments of 

SOTA Osment ee ee ere se tian 5 31,077 62,154 
TotalgleasepayMentsricrs <2 e ec nae ; 226,509 343,448 
Less: amount representing interest ....... ; 31,209 56,574 
Principal amount of capital 

ERG oloséin StS eee eT - 195,300 286,874 
MessaClicen a pOriouwcac. 28. 9+ cenreyaeentes ; 99,420 91,574 
Principal amount of capital 

lease agreements net of 

CUITEMU POLHOM rs vise a oie nectaigtsta cists g 95,880 195,300 
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NOTES TO FINANCIAL STATEMENTS 
| DECEMBER 31, 1988—Concluded 

The following is a schedule of lease payments under the 
| capital leases expiring in 1989 and 1991. 


Year ending December 31 $ 
1989 HAE ER hE Sats Pe Ra TSS A SEL. 116,939 
OO OE See UAV CORE res ct Beas ee cctacue phous ape neat © 54,785 
LOOMS Padeers hho ciy xt RO Aneta: BC REC es eile asegatcal te rae 54,785 

Wotalileaseipayments iat aee ee sett aeie age ee eters 226,509 


Upon maturity of the leases, the Authority has the option to 
purchase each of the boats for $1. 


6. Pension plan 


Under provisions of the Pilotage Act, pilots who became 
employees of the Authority were entitled to count service prior 
to becoming an employee as pensionable under the Public Ser- 
! vice Superannuation Act. For pilots who elected to purchase 
pension benefits with respect to past service, the Authority is 
required to match the employee contribution. Total past service 
pension expense was $10,662 in 1988 ($20,493 in 1987). The 
estimated unfunded past service pension contribution with re- 
spect to these employees was approximately $74,000 at 
December 31, 1988 ($100,000 at December 31, 1987) and will 
be funded over the remaining years of service of the pilots, or 
the terms of purchase, whichever is the lesser. 


7. Related party transactions 


The Canadian Coast Guard, through its Vessel Traffic Service 
Centres in Nova Scotia, New Brunswick and Newfoundland, 
provides a pilot dispatching service to the Authority without 
charge. 


8. Commitments and contingency 


(a) The Authority has entered into long term contracts for pilot 
boat services requiring the following minimum annual 


payments: 
$ 
RT ok bie sh doo Baits Biba omen Ose OO tois hace ae 266,445 
1990 sie Gere aaa 58s Sh an even tet. bovay ey. ey 36,500 
302,945 


(b) In December 1987, a lawsuit was filed against the Auth- 
ority relating to a contract for pilot boat services. In 
management’s opinion, the outcome of this action cannot 
be determined at this time and no provision has been made 
in the financial statements. 
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SUMMARY PAGE 
ATOMIC ENERGY OF CANADA LIMITED 


MANDATE 


To develop the utilization of atomic energy for peaceful purposes. The mandate of the corporation is prescribed by s. 10 
of the Atomic Energy Control Act as that section read before its repeal and by its charter and articles of incorporation. 


BACKGROUND 


Founded in 1952, AECL developed Candu power generating technology. It operates research and development labora- 
tories at Chalk River, Ontario and at Pinawa, Manitoba. Three provincial utilities received federal financing for nuclear 
facilities through AECL and make repayments to it which are passed on to Canada. The corporation was responsible for 
Candu reactors built in Argentina and in Korea and is providing services related to two Candu reactors under construction 
in Romania. Its design and engineering teams are important to the continued improvement and development of nuclear 
power stations and nuclear technology in general. The Radio-isotope and Medical Products components of AECL have 
been transferred to Canada Development Investment Corporation in readiness for sale to the private sector when 
authorized by legislation. Bill C-13 which would provide that authority when enacted, was voted to legislative committee 
on June 26, 1989, for review. 


CORPORATION DATA 


HEAD OFFICE 344 Slater Street 
Ottawa, Ontario 
K1A 0S4 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Jake Epp, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS OF February 14, 1952 under Part I of Canada Corporations Act; 
INCORPORATION continued July 8, 1977 under the Canada Business Corporations 
Act; certificate amended July 15, 1982. 
CHIEF EXECUTIVE 
OFFICER (ACTING) Dr. Stanley R. Hatcher 
CHAIRPERSON (ACTING) Marnie Paikin (Mrs.) 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 

At the end of the period 

ROTA A SSOIS ot. aes eee een Aceh dete Id ern ae eee 994 1,036 1,018 1,107 

Obligavonsito ithe privateysector 0/25 2. oe ee es wee pA 22 23 246 

Obligations to Canada \. 5.4). ae ax wees ose ce 574 601 626 649 

Baurtty of: Canada 's3 450.8 css Sica. tes cen ee ee eee 216 207 196 Ry 
Cash from Canada in the period 

= PE IADY coors 3 anes of “atin acl are etal mck SY cle ee 203 175 218 275 


voy ROM-buGcetary joss <6. vain se wats nat a a ee nil nil nil nil 
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MANAGEMENT RESPONSIBILITY 


The financial statements and all other information presented in 
this Annual Report are the responsibility of the management and the 
Board of Directors of the corporation. The financial statements 
have been prepared in accordance with generally accepted account- 
ing principles and include estimates based on the experience and 


judgement of management. 
J > to} 


The corporation maintains books of account, financial and man- 
agement control, and information systems, together with 
management practices designed to provide reasonable assurance 
that reliable and accurate financial information is av7ilable on a 
timely basis, that assets are safeguarded and controlled, that resour- 
ces are managed economically and efficiently in the attainment of 
corporate objectives, that operations are carried out effectively and 
that transactions are in accordance with Part X of the Financial 
Administration Act and its regulations, as well as the articles, the 
bylaws and policies of the corporation. The corporation has met all 
reporting requirements established by the Financial Administration 
Act, including submission of a corporate plan, an operating budget, 
a capital budget and this Annual Report. 

The corporation’s internal auditor has the responsibility for as- 


sessing the management systems and practices of the corporation. 
The Auditor General of Canada conducts an independent examin- 
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AUDITOR’S REPORT 
TO THE MINISTER OF ENERGY, MINES AND RESOURCES 


I have examined the balance sheet of Atomic Energy of Canada 
Limited as at March 31, 1989 and the statements of income, con- 
tributed capital, retained earnings and changes in financial position 
for the year then ended. My examination was made in accordance 
with generally accepted auditing standards, and accordingly in- 
cluded such tests and other procedures as I considered necessary in 
the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 

Further, in my opinion, the transactions of the corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
articles and the bylaws of the corporation. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


ation of the financial statements of the corporation and reports on May 5, 1989 
his examination to the Minister of Energy, Mines and Resources. 
The Board of Directors’ Audit Committee, composed of directors 
who are not employees of the corporation, reviews and advises the 
Board on the financial statements, the Auditor General’s reports 
thereto and the plans and reports related to special examinations, 
and oversees the activities of internal audit. The Audit Committee 
meets with management, the internal auditor and the Auditor 
General on a regular basis. 
S.R. Hatcher 
Acting President and Chief Executive Officer 
D.G. Cuthbertson 
Vice-President, Finance and Chief Financial Officer 
BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 
ASSETS 1989 1988 LIABILITIES 1989 1988 
Current Current 
Cash and short-term deposits ............... 86,588 59,950 Accounts payable and accrued liabilities .... . 112,592 136,576 
INETONN GHEE NCO GAs OS ohAa ees ee mias Bee 147,776 168,048 Current portion of long-term 
Receivable from CDIC (Note 3) ............. 114,607 Ce Dts et dvoisieteieccasuteionacer tr cutemerrer: , 31.346 28,214 
Se oes z Bie ore! GOSISI(NOLE 2) a ererereraiers : ed 143.938 164.790 
rventortes (NO 4) Foe soe seme at peice a 3,727 58,412 Deferredirevenuciearertsitects <td. cleo nia. eer ; 31,408 28,465 
352,698 302,820 Accrued employee termination benefits ....... : 39,865 41,289 
Heavy water inventory (Note 4) ............... 8,586 9.488 Long-termidebin(Note:8) sein eter sete eat : 562,986 594,332 
Long-term receivables (NOLES) oie ones sg toesegs 541,343 567,541 778.197 828.876 
Investment and deferred costs (Note 6) ......... 81,704 106,104 
Property, plant and equipment . 
ENT SA eh aR ARE eee 9,576 50,311 SHAREHOLDER'S EQUITY 
Capital stock 
Authorized—75,000 common shares 
Issued —54,000 common shares ...........- ; 15,000 15,000 
Contributedicapitalin. roaster. tebe tens tetas : 73,907 72,418 
RefainedicainingSesmirsstetcrss otare meters ; 126,803 119,970 
215,710 207,388 
993,907 1,036,264 993,907 1,036,264 


Approved by the Board: 
M. PAIKIN 
Director 


S.R. HATCHER 
Director 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


STATEMENT OF INCOME 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 1989 1988 
Nuclear power operations Operating activities 
Revenue Net inCome s rerp tetas iene is vids) so eran 3 23,233 10,360 
Nuclear supply and services ............ 88,922 95,049 Depreciation and amortization ............. 5: 6,211 6,427 
Interest on long-term receivables 59,664 64,338 29,444 16,787 
Interest on short-term deposits .......... SESH) 5,662 Decrease (increase) in operating 
157,723 165,049 working’ Capital Weyat tie sia thts nie lyolatecke a : 17,912 (9,892) 
Costs and expenses Cash front operations eae ee nae : 47,356 6,895 
CostsiofisalessandisenviceSy aii wyckhatae 41,341 61,790 : Ne F 
Product development (Note 2) ............ 33,023 10,183 Investing ANTS ne: 
Less: parliamentary appropriations Divestment of subsidiaries (Note 3) .......... 114,607 
CNRTE DIMEN 6 8 Keer i ien are (28,000) Receivable from CDIC (Note See odor 3 (114,607) 
Marketing and administration ............. 22,287 20,464 CQUIS OT Sao Tehics DIOPcrLy, 
InterestonJong-termidebt Wee. ase i: 53,952 55,983 plant and cu tE el; 
Piha eines nevot disposalterver cy. 4c. oh olen cose eks : (3,569) (3,009) 
122,603 148,420 Increase in deferred’costs 5... ...0...6.5 se ; (606) 
Operatingiprotitie,.. esi lel tee ae eet 35,120 16,629 Ciachunvesic die ies. es. ; (3,569) (3,615) 
Research and development operations Financing activities 
Expenses seer ree -248,216 251,455 Repayment of long-term debt.............. ; (28,214) (26,352) 
Less: commereral revenue ...--.5.-+.05«00+s 32,258 27,604 Proceeds from long-term notes receivable .... . 25.976 23,954 
COSt TECOVETY . 26... s see e eee eee ees 49,808 48,299 Dividend at aan tn co hence cee. (16,400) 
parliamentary appropriations Parliamentary appropriations for loan 
GROCERS 13% MOM eS a 146,879 153,700 rivcipal Fe payarene® fer hicatnnes ) titey & 1,489 1.367 
INCH EXPENSE rei sree cickeisie sss erie tae 19,271 21,852 Gacntusediin 
Decommissioning activities LINANCIN Geers eae Ores s sie s cyouse ole : (17,149) (1,031) 
Expenses NG Heueieteicpehsaiei Wow coe Dette e neers 18,632 22,953 lnceease iiwenaheanid chesttern 
Less: parliamentary appropriations de posits sealers ay gc we vce’ ; 26,638 2,249 
SUEY Pv ie Were ats 10,309 20,342 Cae ore teem aepectes at 
recovery from asset beginning Olethe cara cmreileiie persis cl eceveieeuere ; 59,950 57,701 
SOLES Fe pyretn eta prstecae unr eitns- cuarerele ole eich 1,598 2,611 
Cash and short-term deposits at 
Net expense .... 0.0... 2.2 sees eee eee 6,725 end ofthe Years Poot. s eens 86,588 59,950 
Income (loss) from continuing : 
OPEFAtlOMSscis sepreit esac asa ais sical s iecsitevane Sraterens 9,124 (5,223) 
Income from subsidiaries 
divested(NGie S)r os ele eens ee rene 14,109 15,583 SUMMARY OF SIGNIFICANT ACCOUNTING 
; POLICIES 
INGEINCOMECE NM gam ere treet cee nats ao tars ots 23-235 10,360 
These financial statements have been prepared in accordance 
with generally accepted accounting principles applied on a consist- 
ent basis. The most significant accounting policies are summarized 
below: 
STATEMENT OF CONTRIBUTED CAPITAL Foreign currency translation 
FOR THE YEAR ENDED MARCH 31, 1989 Transactions denominated in a foreign currency are translated 
(in thousands of dollars) into Canadian dollars at the exchange rate in effect at the date of 
the transaction, except those covered by forward exchange con- 
1989 1988 tracts, where the rate established by the terms of the contract is 
a eesuihecinamemt tesece ac seed 70418 ~———«71,051- used. Monetary assets and liabilities outstanding at the balance 
Be ee ane aiaiions for loan sheet date are adjusted to reflect the exchange rate in effect at that 
ales date. Exchange gains and losses arising from the translation of 
DEL CIP AIRE Day Te Tao fore ares) eyoielay aus tereielnicheierces 1,489 1,367 : : : aT: 
foreign currencies are included in income. 
Balance-atend:olithe veatt. c.g asioet airicnic Oerae 73,907 72,418 
Inventories 
Radiation equipment and materials are valued at the lower of 
average cost and net realizable value. Maintenance and general 
supplies are valued at cost. Heavy water is valued at the lower of 
STATEMENT OF RETAINED EARNINGS average cost, less related parliamentary appropriations, and net 
FOR THE YEAR ENDED MARCH 31, 1989 realizablevaie® 
(in thousands of dollars) Investment and deferred costs 
Investment and deferred costs are recorded at cost and charged to 
1989 1988 the revenue derived therefrom over the expected period of revenue 
Balance at beginning of the year .............. 119,970 109,610 sence 
Net G OTe iinet secast shores voy esse aes re eee 23233 10,360 Property, plant and equipment 
DIVACOAG oe cnr nny o's ohne 4 hone ones sens (16,400) Property, plant and equipment of a research and development 
Balancecatend Ob Me Veal nid ee s.4 ane a ie 126,803 119,970 nature are recorded at cost and expensed in the year of acquisition. 
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ATOMIC ENERGY OF CANADA LIMITED—Continued 


SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES—Concluded 


Other property, plant and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated useful life of 
the asset as follows: 


Machinery and equipment 3 to 20 years 
Buildings 20 to 50 years 


Costs of decommissioning nuclear facilities are expensed when 
incurred. 


Long-term contracts 


Revenue and costs on long-term contracts are accounted for by 
the percentage of completion method, applied on a conservative 
basis to recognize the absence of certainty on these contracts. Full 
provision is made for all estimated losses to completion of contracts 
in progress. 


Parliamentary appropriations 


The Government of Canada, through parliamentary appropria- 
tions, funds certain operations of the corporation as outlined in 
Note 2. The parliamentary appropriations are offset against the 
applicable expenditures except for the portion used to discharge 
certain loan principal which is recognized as an increase in con- 
tributed capital. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. The corporation’s 
contributions to the Plan are limited to an amount equal to the 
employees’ contributions on account of current service. These con- 
tributions represent the total pension obligations of the corporation 
and are charged to income on a current basis. 


Employee termination benefits 


Employees are entitled to specific termination benefits as pro- 
vided for under collective agreements and conditions of 
employment. The liability for these benefits is charged to income 
as benefits accrue to the employees. 


NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1989 


1. Accounting policies 


The summary of significant accounting policies is an integral 
part of these financial statements. 


2. Parliamentary appropriations 


Parliamentary appropriations were used during the year for 
the following purposes: 


1989 1988 
(in thousands of dollars) 
Research and development operations ...... 146,879 153,700 
CANDU 3) presproject.costs! 4.4.47. . re - 44,400 
Decommissioning activities .............. 10,309 20,342 
Heavy water plant loan 
PRINCIPAles tee A piesa. SE a eee epee g.. spehatote fs 1,489 1,367 
203,077 175,409 


Parliamentary appropriations of $44.4 million received this 
year were in respect of $16.4 million of expenditures in 1988 
on pre-project detail engineering of the CANDU 3 power reac- 
tor and of a further $28.0 million spent in 1989 on this program. 
Pending receipt of government funding, the $16.4 million was 
reflected as a current asset in the balance sheet and was not 
reported as part of total product development costs of that year. 
The product development costs and parliamentary appropria- 
tions for 1989 include the $28.0 million for this year, but the 
1988 figures have not been restated to include the $16.4 mil- 
lion. 
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. Subsidiaries divested 


In March 1988, the Government of Canada announced its 
intention to privatize the corporation’s radiation equipment and 
isotope businesses conducted by the Radiochemical Company 
and the Medical Products Division, both operating divisions of 
the corporation. During the year, these divisions were incorpor- 
ated under the names Nordion International Inc. (Nordion) and 
Theratronics International Limited (Theratronics) respectively. 
On September 30, 1988 the corporation sold its shares in Nor- 
dion and Theratronics to Canada Development Investment 
Corporation (CDIC) for eventual privatization. Under the terms 
of the agreement with CDIC, the corporation will receive full 
proceeds realized upon the privatization of Nordion and Ther- 
atronics, less CDIC’s expenses associated therewith. While the 
corporation anticipates a gain on sale, the amount cannot rea- 
sonably be determined at this time. A receivable from CDIC of 
$114.6 million, equal to the net book value on September 30, 
1988 of the businesses sold, has been recorded in the accounts. 
A significant portion of the changes in balance sheet figures for 
accounts receivable, inventory, deferred costs, fixed assets, 
accounts payable and employee termination benefits relates to 
the net book values of the businesses sold. 

Income from Nordion and Theratronics for the six months 
ended September 30, 1988 and for the twelve months ended 
March 31, 1988 has been reflected in the income statement as 
income from subsidiaries divested and all revenue and expense 
figures for the 1988 year have accordingly been restated as 
necessary. Revenues of Nordion and Theratronics were $70 
million for the six-month period in the 1989 year and $125 
million for the full 1988 year. 


. Inventories 
1989 1988 
(in thousands of dollars) 
Current 

Maintenance and general 
SUPPIICS I aarceuctecupertucseCtcocciys oun: enters 6 0%6 ; SPAT 4,165 

Radiation equipment and 
MateralSar cca ccs muds set a j 54,247 
Sao 58,412 
Heaviyaw aterm biteacusievs issstaenetternor caer seterens i 548,964 555,953 
Less: parliamentary appropriations ....... ; 540,378 546,465 
8,586 9,488 


Parliamentary appropriations for heavy water are repayable 
to the government, together with interest thereon, to the extent 
of future revenue from sales of related heavy water. Accrued 
liabilities as at March 31, 1989 include $4.9 million in respect 
of net proceeds from sales during the year (1988—$6.7 mil- 
lion). During the year, the corporation was authorized to retain 
the 1988 net proceeds of $6.7 million to compensate for net 
expenses incurred in 1989 decommissioning activities. 


. Long-term receivables 


1989 1988 


(in thousands of dollars) 
Notes receivable from provincial utilities 
in respect of the financing of nuclear 
facilities (refer to Note 8 for 


ROLALCGICCDL) mer eee rater tle a ore lei : 550,289 576,265 
Contract receivables maturing 

WCU ICNE tocar gmoeceus oon eace : 355719 32,941 

Mortgages receivable and other .......... ‘ 3,462 4,103 

589,470 613,309 

CurrentpPordonae cereals teat : 48,127 45,768 

541,343 567,541 
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NOTES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1989—Continued 


6. Investment and deferred costs 8. Long-term debt 
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1989 1988 


(in thousands of dollars) 


Investment in Pickering 

1 and 2 

The corporation, Ontario Hydro and 
the Province of Ontario are parties 
to an agreement for the construction 
and operation of Units | and 2 of the 
Pickering "A" nuclear generating 
station, with ownership of these Units 
being vested in Ontario Hydro. Under 
the agreement, the corporation is 
entitled to receive payments until the 
year 2003 based on the net operational 
advantage of the power generated by 
Pickering Units | and 2 as compared 
with the coal-fired Lambton Units 
Wand? 240, 20. E Le SEL SRLS SESE HS 81,704 84,012 

Deferred costs 

Costs incurred in modifying non- 
corporation owned facilities for 
revenue-producing purposes and other 
deferred! Costsiy.f./s:78h stort sreten. eke « 22,092 


81,704 106,104 


Pickering Units | and 2 returned to service in October 1987 
and November 1988 after a prolonged shutdown for pressure 
tube replacements. During this period there was no amortiza- 
tion of the investment. The timing of the resumption of 
payments under the agreement is uncertain. However, amorti- 
zation of the investment recommenced with the return to 
service of the second unit. The charge against 1989 earnings 
amounted to $2.3 million (1988—nil). 


. Property, plant and equipment 


1989 1988 
Funding and 
accumulated 

Cost depreciation Net Net 


(in thousands of dollars) 
Nuclear power operations 


Land and improvements . 1,169 565 604 1,321 
Binldings eee san arto: 9,830 9,733 97 28,172 
Machinery and 
equIpMent merry. re 18,933 14,244 4,689 18,198 
29,932 24,542 5,390 47,69 | 
Research and development 
operations 
Land and improvements . 11,537 11,537 
Buildings cas.nteon ok 80,346 77,765 2,581 2,620 
Reactors and equipment . 231,636 230,03 | 1,605 
Construction in 
PIOQTESS aervarasects reyevere $2,582 52,582 
376,101 37 USS 4,186 2,620 
406,033 396,457 9.576 50,311 


Depreciation of property, plant and equipment for the year 
ended March 31, 1989 amounted to $3.1 million (1988—$5.0 
million). 

Research and development property, plant and equipment 
expensed during the year amounted to $14.1 million (1988— 
$22.0 million). 


1989 1988 


(in thousands of dollars) 


Loans from Government of Canada 
To finance provincial utility 
nuclear facilities maturing 
through 2008 at fixed interest 
rates varying from 6.687% to 
9.706% (refer to Note 5 for 
relatedireceivables)iemsseie ecient 2 549,774 575,678 
To finance leased heavy water 
and other assets, maturing 
through 2003 at fixed interest 
rates varying from 4.125% 
ODL OCG Mes oko eats tests cwoeisia o wlow ; 24,002 24.854 
Loans from third parties 
To finance the purchase of the 
Glace Bay heavy water plant, 
maturing through 1998 at an 


imputed interest rate of 8.875% ...... é 20,556 22,014 
594,332 622,546 

Current portion rena scree oreo ; 31,346 28,214 
562,986 594,332 


Loan repayments required over succeeding years are as fol- 
lows (millions of dollars): 1990—$31.3; 1991—$33.9; 
1992—$36.6; 1993—$33.1; 1994—$16.0; and subsequent to 
1994—$443 4. 


. Decommissioning activities 


Decommissioning activities consist of placing and maintain- 
ing prototype reactors in a safe storage mode as the initial stage 
of decommissioning, as well as the activities associated with 
closure and protection of heavy water plants. 


Prototype reactors 


The decommissioning of nuclear research and prototype fa- 
cilities is an integral part of the nuclear program. Currently, the 
Gentilly-1, Douglas Point and Nuclear Power Demonstration 
(NPD) prototype reactors are in a safe storage mode. The bal- 
ance of the NPD program is proceeding on target with an 
estimated cost to complete of $4 million. The WR-I reactor was 
shutdown in 1985 and a decommissioning program for this 
reactor is currently being developed. 

Future net costs related to decommissioning nuclear facilities 
beyond the safe-storage mode cannot be quantified at this time 
due to the uncertainty as to the exact nature, timing and ultimate 
disposal alternatives. In accordance with the corporation’s ac- 
counting policy, any such costs will be expensed when incurred. 

All reactors in the decommissioning stage have been fully 
written off. The original gross cost of these reactors is $216 
million, including $31 million for capitalized heavy water. 
Heavy water plants 

The corporation has closed down its heavy water plants lo- 
cated in Glace Bay and Port Hawkesbury in Cape Breton, Nova 


Scotia and in LaPrade, Quebec. These assets, which have been 
fully written off, had an original gross cost of $803 million. 


| 
1 
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| ATOMIC ENERGY OF CANADA LIMITED—Concluded 


_ NOTES TO THE FINANCIAL STATEMENTS 
_ FOR THE YEAR ENDED MARCH 31, 1989—Concluded 


Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, the corporation had the following transac- 
tions with the Government of Canada: 


1989 1988 
(in thousands of dollars) 
Repayment of loans and interest ........... 85,005 84,538 
Payments to the Public Service 
SuperannuatiomPlan’ ins. sc os whys aes 11,586 12,555 


In the normal course of business, the corporation also enters 
into various transactions with the Government of Canada, its 
agencies and other Crown corporations. 


. Comparative figures 


Certain reclassifications have been made to the 1988 com- 
parative figures to conform with the current year’s 
presentation. The most significant of these reclassifications is 
referred to in Note 3. 


. Supplementary information 


Incorporation 


Pursuant to the authority and powers of the Minister of En- 
ergy, Mines and Resources under the Atomic Energy Control 
Act, the corporation was incorporated in 1952 under the provi- 
sions of the Canada Corporations Act (and continued in 1977 
under the provisions of the Canada Business Corporations Act) 
to develop the utilization of atomic energy for peaceful pur- 
poses. 

The corporation is a Schedule III Part I Crown corporation 
under the Financial Administration Act. The corporation is 
exempt from income taxes. 


Insurance 


To the extent deemed appropriate, the corporation carries 
conventional insurance for its facilities and heavy water inven- 
tories. Decommissioned prototype reactors are self-insured. 


Sales agents’ remuneration 


Guidelines concerning the commercial practices of Crown 
corporations require disclosure of sales agents and the total 
remuneration paid to them during the year. 


Remuneration and expenses paid to the following sales 
agents and representatives in 1989 aggregated $2.5 million 
(1988—$2.4 million): 

B.C. Park, U.S.A.; Bio Nuclear Diagnostica Industria E. 

Comercio Ltda., Brazil; Equipo Para Hospitales, S.A., Mex- 

ico; Gammaster BV, Netherlands; General Machinery 

Company Ltda., Chile; Gemed Sistemas Medics C.A., Vene- 

zuela; G.E. (U.S.A.) Electromediacia, Spain; International de 

Energia Nuclear, Mexico; International General Electric Co. 

(India) Ltd., India; Jacobson Van Den Berg (Hong Kong) 

Ltd., Hong Kong; Korea General Trading, Korea; Kostas 

Karayannis, S.A., Greece; Marubeni Corporation, Japan; 

Medtel, Australia; M.L. Sethi, India; Rashid Trading Corpor- 

ation Ltd., Bangladesh; Sabbagh, Jordan; Spring Port Taiwan 

Limited, Taiwan; PII-PED International Inc., U.S.A.; P.T. 

Sanga Kencana International, Indonesia; Radiotherapy & 

Medical Systems Pty Ltd., Australia; Societa Lombarda Di 

Televisione s.r.l., Italy; Sumta Inc., Turkey; Tamathe s.r.l., 

Argentina; Technologia Em Radiocoa, Brazil; Zelin Limited. 
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SUMMARY PAGE 
BANK OF CANADA 


MANDATE 


The Bank of Canada is responsible for the formulation and implementation of monetary policy in Canada and acts as the © 
government’s fiscal agent. The Bank has the sole right to issue currency intended for circulation in Canada and it fixes 
the percentage of the deposit liabilities of chartered banks which they must maintain as secondary reserves. It conducts 
open-market operations, buying or selling securities as, in its judgement, the progress of Canada’s economy requires. As 
fiscal agent, it handles the issue of securities of Canada and payment of related interest and principal; it also cashes and 
negotiates cheques drawn on the Receiver General. It administers the Exchange Fund Account and acts as agent for the — 
government’s operations in the foreign exchange market. 


BACKGROUND 
The Bank was created by its Act in 1934 as Canada’s central bank. 


CORPORATION DATA 


HEAD OFFICE 234 Wellington Street 
Ottawa, Ontario 
K1A 0G9 
STATUS Acts as the fiscal agent of the Government of Canada; is exempted 


from the provisions of Divisions I to IV of Part X of the Financial 
Administration Act. 


APPROPRIATE MINISTER The Honourable Michael Wilson, P.C., M.P. 
DEPARTMENT Finance 

YEAR AND MEANS OF 1934, by the Bank of Canada Act (R.S.C. 1985, c. B-2). 
INCORPORATION 

CHIEF EXECUTIVE John Crow 

OFFICER 

AUDITOR Arthur Andersen & Co. and Ernst & Whinney. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 
1988 1987 1986 1985 


Expenses, before depreciation 159 15] 143 135 


Note: This Financial Summary is cursory compared with that for any other corporation in this Report. This is appropriate 
because the nature of the operations of a central bank makes its financial statements unique in their import. For example: 
the Bank’s assets are mostly securities of Canada and its revenues are mostly the interest paid to it by Canada on those 
securities. Therefore, the substantial net income (1987, $1,844 million; 1988, $1,938 million) which the Bank pays to 
Canada is essentially the completion of a circular flow of cash, diminished by the amount of the Bank’s operating 
expenses. 
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BANK OF CANADA 
AUDITORS’ REPORT 
We have examined the statement of assets and liabilities of the 
Bank of Canada as at December 31, 1988 and the statement of 
revenue and expense for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 
In our opinion, these financial statements present fairly the fin- 
ancial position of the Bank as at December 31, 1988 and the results 
of its operations for the year then ended in accordance with the 
accompanying summary of significant accounting policies, applied 
on a basis consistent with that of the preceding year. 
Arthur Andersen & Co. 
Ermst & Whinney 
Ottawa, Canada 
January 26, 1989 
STATEMENT OF ASSETS AND LIABILITIES 
AS AT DECEMBER 31, 1988 
(with comparative figures for 1987) 
(in thousands of dollars) 
ASSETS 1988 1987 LIABILITIES 1988 1987 
Deposits payable in foreign currencies GapitalipardiupidNotess) een acreee eet ier 5,000 5,000 
U.S.A. dollars Ian Te gaya e gaia 5 i avrag stsOvararawr are cing : 369,087 305,819 Rese Rind (Nore 6iwelo.--, .5.44. IS Oe 25,000 25,000 
OINeLCUITENCIES ar ae hee iran seri oie , 262,989 4,877 
INofesinicirculationm mer eee eee error 21,032,433 = 19,447,407 
632,076 310,696 
Deposits 
, Goverminentioh Cana davaawrscrrereeres tetera ers 14,199 23,330 
Advances to members of the Canadian Payments Chancredibanke 2.177.109 2.648.949 
Association (NOt?) aan ctrcrr sis sincere inert L 485,325 798,251 Other members of the Canadian Payments 
ANSSOCIAULONG tegen cry oe SO eee S OI RTCE 259,651 287,129 
Otherdepositsi andy ate sem serene 307,487 428,656 
Investments—At amortized values (Note 3) 2.758.446 3 388 064 
Treasury bills of Canada ...............4-. . 9,685,022 9,676,651 ree ; —= ae 
Other securities issued or guaranteed by Liabilities payable in foreign currencies 
Canada maturing within three years ....... 54011 3,0511,422 9 * 92,603,372 Government of Canada ...........-.......5 472,924 134,409 
Other securities issued or guaranteed by Others e cee een eee ae 11 -12 
Canada not maturing within three years .... . 7,609,779 7,915,185 472,935 134,421 
Otheminvestmentsie. norris screens ; 2,357,937 1,187,027 Bank of Canada cheques outstanding ........-.. 18.838 16.448 
22,704,160 21,382,235 ene 
eae Amen Otheriliabilitiessy. pecacrucns ameicc etm nantes 6,489 6,859 
Bankapremises: (NOte:4) nurse. fui ck st eid ete te F 139,798 141,290 Fearn 
Accrued interest on investments .............. : 320,801 320,732 
Other ASSEtS nce ack Ph oieye encan rant acer Sys teaenaes : 36,981 69,995 
24,319,141 23,023,199 24,319,141 23,023,199 


See accompanying notes to the financial statements. 
J.W. CROW 
Governor 


J. COSIER 
Chief Accountant 
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STATEMENT OF REVENUE AND EXPENSE 


YEAR ENDED DECEMBER 31, 1988 
(with comparative figures for 1987) 
(in thousands of dollars) 
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NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Significant accounting policies 
The financial statements of the Bank conform to the disclo- 


1987 sure and accounting requirements of the Bank of Canada Act 


1988 
and the Bank’s by-laws. The significant accounting policies of 
Revenue the Bank are: 
Revenue from investments and other sources, (a), Revenues and expenses 
net of interest paid on deposits of $21,285 P 
KSIVS TSM OS Tee ANS, SEIS eM . 2,109,705 2,007,604 Revenues and expenses are accounted for on the accrual 
basis except for interest on advances to a bank ordered to 
7m alates DM ees o BA RD ARETE OE Pea A 67,561 64,668 be wound up where interest is recorded as received. 
SGN A em tec ibe fos 213. coc SIO ; 8,720 7,640 Meme 
Other stathiexpenses 6.5.22 sk deta demesne : 2,207 1,741 Investments, consisting mainly of Government of Canada 
Dire Ctorsat COS PEA. aces se ales os Roee eta : 107 114 treasury bills and bonds, are recorded at cost adjusted for 
Auditors:fees: and/expenses 550... j+ s ee -lele 5 516 495 amortization of purchase discounts and premiums. The 
Taxes—Municipal and business ............ 8,767 8,100 amortization as well as gains and losses on disposition are 
Bankenote: COSISS seeks tccreshctalene terete e dharster oie ne : 35,074 35,713 included in revenue. 
Data processing and computer costs......... 5 5,832 6,005 
Senet Neti apeox | vgs (¢) Translation of foreign currencies 
Printing ofpublications «4-44. e ere ane ee ; 547 582 Assets and liabilities in foreign currencies are translated 
Other printing and to Canadian dollars at the rates of exchange prevailing at 
StatlOnenyzomi evens srs deo eccrnciserasiaaieiers : 2,161 2,031 the year-end. Gains and losses from translation of, and 
Bostagerandiexpressiemc ater nists teerrerertore re : 1,604 1572 transactions in, foreign currencies are included in revenue. 
MelecommMuUNicatlOnsy aay. nest neers a creer ‘ L725 1,545 
itravelranaistattransters.. .. 2 once sae a cere : 2,284 2,063 (d) Bank premises 
Othenexpensesievicis «stays ais <cees een rare ares : 2,096 2,126 F Tht ies . 
Bank premises, consisting of land, buildings and equip- 
ee — 158,806 151,205 ment, are recorded at cost less accumulated depreciation. 
Depreciation on buildings and equipment .... . 135237, 12,502 Depreciation is calculated on the declining balance 
172,043 163,707 method using the following annual rates: 
Net revenue paid to Receiver General for sie 
OPEL ot es Ae Oy . 1,937,662 ‘1,843,897 Buildings 5% 
5 : Computer equipment 35% 
See accompanying notes to the financial statements. Oth , 20% 
‘) Salaries include overtime and are for Bank staff other than those engaged in Merequipment bs 
premises maintenance. The number of employee years worked by such staff 
(including temporary, part-time and overtime work) was 2,234 in 1988 compared (e) Pension plan 


with 2,246 in 1987. 


°) Contributions to pension and insurance funds for Bank staff other than those 


engaged in premises maintenance. 


The Bank’s contributions to the Pension Fund are recorded 
as expenses at the time they are made. Actuarial surpluses 


‘) Other staff expenses include retirement allowances and educational training costs. or deficiencies, if any, are amortized over periods not 
’ ? 


‘) Premises maintenance comprises building and equipment maintenance expenses 


including related staff costs. 


exceeding those provided for by the Pension Benefits 
Standards Act, 1985, and the regular contributions are 
adjusted accordingly. 


(f) Insurance 


The Bank does not insure against direct risks of loss to the 
Bank, except for potential liabilities to third parties and 
where there are legal or contractual obligations to carry 
insurance. Any costs arising from these risks are recorded 
in the accounts at the time they can be reasonably esti- 
mated. 


2. Advances to members of the Canadian Payments Association 


Advances include a total of $143,024,668 ($362,151,392 in 
1987) provided to the Canadian Commercial Bank and the 
Northland Bank for which winding-up orders have been issued 
by the courts. On the basis of the available information, it is 
the opinion of the Bank of Canada that this amount will be fully 
repaid from the proceeds of the liquidations. 
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BANK OF CANADA—Concluded 


NOTES TO THE FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


3. Investments 


Investments may include securities of the Government of 
Canada held under Purchase and Resale Agreements (PRA). As 
at December 31, 1988 there were no securities held under PRA 
($164,942,690 in 1987). 


4. Bank premises 


5. Capital 
The authorized capital of the Bank is $5,000,000 divided 
into 100,000 shares of the par value of $50 each. The shares 
are fully paid and in accordance with the Bank of Canada Act 
have been issued to the Minister of Finance, who ts holding 
them on behalf of Canada. 


1988 1987 
Accu- 
mulated 
depre- 
Cost ciation Net Net 


(in thousands of dollars) 


Land and buildings .... 171,415 64,020 107,395 110,705 
Computer equipment ... 32,334 25,457 6,877 7,576 
Other equipment ..... . 44,357 27,999 16,358 14,945 
248,106 117,476 130,630 133,226 
Projects in progress .... 9,168 9,168 8,064 
257,274 117,476 139,798 141,290 

6. Rest Fund 


The rest fund was established by the Bank of Canada Act and 
represents the general reserve of the Bank. In accordance with 
the Act, the rest fund was accumulated out of net revenue until 
it reached the stipulated maximum amount of $25,000,000 in 
1955. Subsequently all net revenues have been paid to the 
Receiver General for Canada. 
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MANDATE 
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SUMMARY PAGE 
CANADA COUNCIL 


To foster and promote the study and enjoyment of and production of works in the arts and coordinate UNESCO activities 
in Canada and Canadian participation in various UNESCO activities abroad, apart from political questions and assistance 


to developing countries. 


BACKGROUND 


The Council receives a parliamentary grant each year for its operations. As well, it has income from the $50 million 
Endowment Fund which was created by its Act and from monies and properties donated to the Council and administered 
as Special Funds. It is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 
HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


99 Metcalfe Street 

Ottawa, Ontario 

K1IP5V8 

— exempt from Divisions I to IV of Part X of the Financial 
Administration Act; not listed in the schedules to the Act 

— not an agent of Her Majesty 

The Honourable Marcel Masse, P.C., M.P. 


Communications 


1957, by the Canada Council Act (R.S.C. 1985, c. C-2). 


Joyce Zemans 


Alan Gotlieb 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


At the end of the period 


Assets — Endowment Account ....... 
b= SUOEOIAT Fr NNOS 2 ak sate tan soe 


Cash from Canada in the period 


mV ONO ROTARY aay Swit ee fk Se Sow eee 
r= TON -DUC SOTA Ye tw wis ae se he 


Other revenues 
Outlays on grants, services and art 


1989 1988 1987 1986 

Pete on Ce ee Ne 130.7 128.7 1242 107.4 

Ree tae ee 40.5 40.1 38.8 35.9 
Ae ee a RA 8 omnes le 93.3 96.9 85.5 14 
Fe rates ne nil nil nil nil 
10.5 9.4 9.6 11.6 

93.5 82.7 84.3 69.4 
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CANADA COUNCIL 


AUDITOR’S REPORT 


TO THE CANADA COUNCIL AND THE 
MINISTER OF COMMUNICATIONS 


I have examined the balance sheets of the Endowment Account 
and Special Funds of the Canada Council as at March 31, 1989 and 
the statements of revenue and expenditure and equity of the Endow- 
ment Account and Special Funds and the statement of changes in 
financial position of the Endowment Account for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
ces. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Council as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 7, 1989 


ENDOWMENT ACCOUNT 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 


ASSETS 1989 1988 
Cashvand'short-termyGeposits! 0. aie ea ene oi 19°357. 15,850 
INSSUEOBING CAs ko h.os coco Rtn Oto oo 1,829 1,593 
IN CCOUNES FECEIWADIC ase y eayeyereyleys bara raver env syoneuey fet 1,625 169 
repaidiexpenSesstreman eres aie kis ae reroierste shore 299 165 
Investmentsi(Note:4) inna oeiee coee eecee 93,173 97,368 
Equipment and leasehold improvements 
(Notes) ie Rene tet besa ors asus tens cin ae erence ne 1,418 1,438 
IWOLKS OF ante og w rays <cscsverace ates lores Sees suave asin soe ests 12,993 12,141 
130,694 128,724 


LIABILITIES 


Grantsipay able iiycc setters arsre cyte sioce otsuerchets 6 
Accounts payable and accrued liabilities ...... : 
Deferredicredits|(Note.6) eae erairereerant ‘ 
Dueito Special Fundstaaneseeee eee ; 
DMueitor pecialulisusts;(Notew/)) mare. ; 


Provision for employee termination 


benefits arent het aael ene cos eat raeccck , 


EQUITY 


Fund capital 


Principal inert ok) selectors sorte. ses sree F 


Accumulated net gains on disposal 


OL investmientstete sateen cee ieiee erences : 


Contributed surplus—Works of art ........... F 


Surplus 


Appropmiated: o2k niacrsis. cis terest «1 6 stereos ter : 
Unappropriate dens sacra eigen etine ae : 
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1989 1988 
23,102 17,047 
1,225 1,562 
569 548 
2,518 2,583 
2,504 2,349 
901 965 
30,819 25,054 
50,000 50,000 
32,230 30,047 
82,230 80,047 
12,993 12,141 
2,700 2,700 
1,952 8,782 
4,652 11,482 
99,875 103,670 
130,694 128,724 


Approved by Management: 


PETER BROWN 
Treasurer 


Approved by the Council: 


JACQUES LEFEBVRE 
Vice-Chairman 
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CANADA COUNCIL—Continued 


STATEMENT OF REVENUE AND EXPENDITURE 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1989 

(in thousands of dollars) 


Revenue 
Parliamentary appropriations ............... 93,251 96,895 
Interest andidividends je... ..)- yn ste tenee es 8,836 7,996 
AriBanksrentalieeSyscite oc, srcrsare critters Bieeican 933 831 


Cancelled grants and refunds 
of grants approved in previous 


ViG ANSE eerie no tons bicrdineeereieanroere a seccorenehe 429 426 
Othemrevientiesas hes ova bsiarcecwedsre ware can evens 312 190 
103,761 106,338 
Expenditure 
Arts 

Grants and services (Note 8).............. 92,485 81,653 
Administration (Schedule) ............... 8,810 8,578 
Wotks:ot-artr . ies are wracnaierclc sa ress earns 852 892 
102,147 91,123 

Canadian Commission for UNESCO 
Administration (Schedule) ............... 1,143 980 
Grantsiandisenvices rican tacit oer ettey ae 148 101 
1,291 1,081 
General administration (Schedule) ........... HANS: 6,988 
110,591 99,192 


Excess of revenue over expenditure 
(expenditure over revenue) for the 
OAK gs Sere rore tee ety herr ac anuveyatersareiars Mayet (6,830) 7,146 


STATEMENT OF EQUITY OF THE ENDOWMENT ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


Contributed 
Fund capital surplus Surplus 
Accu- 
mulated 
net gains 
on disposal Total Total Total 
THe Titi etihiics ..  oMnmmene Apes heyy 
Principal ments 1989 1988 1989 1988 priated priated 1989 1988 
Balance at beginning of the year ...... 50,000 30,047 80,047 76,121 12,141 11,249 2,700 8,782 11,482 4,336 
Net gains on disposal of 
INVestments -/.ed desk ae sb s 2 oe cee s 2,183 2,183 3,926 
Works of art purchased during 
the yearess wer nteres oars «ais weil 852 892 


Excess of revenue over expenditure 
(expenditure over revenue) for the 
VS ema Se oe cea See (6,830) (6,830) 7,146 


Balance at end of the year............ 50,000 32,230 82,230 80,047 12,993 12,141 2,700 1,952 4,652 11,482 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
OF THE ENDOWMENT ACCOUNT 

FOR THE YEAR ENDED MARCH 31, 1989 

(in thousands of dollars) 


1989 


Operating activities 
Excess of revenue over expenditure 
(expenditure over revenue) for the year ..... (6,830) 
Items not affecting cash 
Depreciation and amortization ............ 431 
Loss on disposal of equipment ............ 8 
Employee termination benefits ............ (64) 
(6,455) 
Change in non-cash operating assets 
TOMPELINITS: son Abe onasccds ocgsnGoomDoe 4,003 
Funds provided by (applied to) 
ODEralIN SyAClIVIMLES/ Faris ve eylek yal sider aisisie (2,452) 
Investing activities 
Acquisition of equipment and leasehold 
LINPTOVEMENES sy ecerap ore ays toy stones otodwistes -4- toy-neh Shekels (430) 
Proceeds on disposal of equipment........... 1] 
Decrease (increase) in investments ........... 4,195 
Funds provided by (applied to) 
INVESTINGIACHIVILLESMeRet ates cere cterteaieree aalee 3,776 
Financing activities 
Net gains on disposal of investments 
transferred to Fund capital ............... 2,183 
Hc reaseanvlUNnds were scram riscsre ree sisie ne ares iss 3,507 
Cash and short-term deposits at 
beginningronthesyean ances aes: 15,850 
Cash and short-term deposits at 
end lof: the: y eater. sa.cf ciemnYaces aossrcn hase toe 19,357 
SPECIAL FUNDS 
BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 
ASSETS 1989 
Cashrandi short-term deposits’ 7... ee eee 6,168 
NES IUBING eo oop OTS Ine OSRON OO maCOoe 672 
Investments(INote:4 wasn micntiecordersustawr sioner 30,172 
Due from Endowment Account ............... 2,518 
Musicalilinstruments enrages sitar se ietaeisivecters 930 
40,460 


1988 


1988 


4,998 
623 
31,617 
2,583 
266 


40,087 


LIABILITIES 


Grants paya vem rate ec enero renee é 


EQUITY 


Fund capital 


Principals c..Sescesye use sie esas cietore scorer ; 


Accumulated net gains on disposal 


ofsinvestmentsas, «aes cere eo ecebe reo ss : 


Surplus: (deficit) Go visceccoreteyerassaasss siewehehete ns sake : 


Approved by Management: 


PETER BROWN 
Treasurer 


Approved by the Council: 


JACQUES LEFEBVRE 
Vice-Chairman 
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1989 1988 
2,449 2,659 
31,884 30,975 
5,927 6,469 
37,811 37,444 
200 (16) 
38,011 37,428 
40,460 40,087 
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CANADA COUNCIL—Continued 


STATEMENT OF REVENUE, EXPENDITURE AND EQUITY OF THE SPECIAL FUNDS (NOTE 2) 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


Izaak Killam Coburn 
Walton Special Frances John Fellow- Total 
Killam Scholar- Jean A. Molson Lynch- and J.P. Bic: Vida ship 
Memorial ship Chalmers Prize Staunton Barwick Watkins Peene Trust 1989 1988 
Revenue and expenditure 
Revenue 
Interest and dividends .... 1,494 1 p2sy7/ 45 119 123 14 19 51 2 3,124 2,814 
OienTevVenticmmrastierrnes 11 33 44 
1,505 1,290 45 119 123 14 19 ay 2 3,168 2,814 
Expenditure 
Grants 24 es PoE s' 1,055 922 41 100 114 51 2,283 2,874 
Administration .......... 215 181 5 9 19 429 365 
1,270 1,103 46 109 114 19 51 Pit WP 3,239 
Excess of revenue over 
expenditure (expendi- 
ture over revenue) for 
the sy eater Rie cuss is cuisine 235 187 (1) 10 9 (5) 19 2 456 (425) 
Equity 
Fund capital 
Principal 
Balance at beginning 
OLtheryearmae ee 13,555 14,229 500 1,000 699 372 600 20 30,975 30,484 
Donations received .... 669 669 279 
Net income capital- 
Zed Feet nette den oicieatean 129 111 240 D2 
Balance at end of the 
Veatiranvarten metas 13,684 14,340 500 1,000 699 1,041 600 20 31,884 30,975 
Accumulated net gains 
on disposal of 
investments 
Balance at beginning 
Ol tnewyear me cnk ere 3,207 2,519 341 402 6,469 5,338 
Net gains (losses) 
on disposal of 
investments ........ (326) (275) 29 30 (542) 1,131 
Balance at end of the 
VOAner te oebect te See 2,881 2,244 370 432 5,927 6,469 
16,565 16,584 500 1,370 1,131 1,041 600 20 37,811 37,444 
Surplus (deficit) 
Balance at beginning of 


the veatincanacnentactnes (299) (122) 23 (3) 207 24 151 3 (16) 621, 9 
Excess of revenue over | 

expenditure (expen- 

diture over revenue) 

for thelveatrnenn secon : 235 187 (1) 10 9 (5S) 19 2 456 (425) 
Net income capitalized ... (129) (111) (240) (212) 


Balance at end of the 
A SENE BE Arcnertentien eee ae (193) (46) 22 il 216 19 170 5 200 (16) 


year... 5. -QWOSM ois cee. 16,372 16,538 522 ESHA 1,347 1,060 170 600 25 38,011 37,428 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and operations 


The Canada Council was established by the Canada Council 
Act in 1957 which authorized the creation of an Endowment 
Fund of $50 million pursuant to Section 13 of the Act. Except 
for the annual parliamentary appropriation, monies or proper- 
ties donated to the Council pursuant to Section 18 of the Act 
are generally accounted for as Special Funds. The Council has 
been assigned the functions and duties for the Canadian Com- 
mission for UNESCO pursuant to Paragraph 8 (2) of the Act. 
The Council is not an agent of Her Majesty. Its objectives are 
to foster and promote the study, enjoyment and production of 
works, in the arts. 


2. Special funds 


(a) Izaak Walton Killam Memorial 


(b 


(c 


(d 


pee 


) 


wa 


A bequest of $12,339,615 in cash and securities was re- 
ceived from the estate of the late Mrs. Dorothy J. Killam 
for the establishment of the Izaak Walton Killam Memorial 
Fund for Advanced Studies "to provide scholarships for 
advanced study or research at universities, hospitals, re- 
search or scientific institutes, or other equivalent or similar 
institutions both in Canada and in other countries in any 
field of study or research other than the "arts" as presently 
defined in the Canada Council Act and not limited to the 
"humanities and social sciences" referred to in such Act". 

The bequest contains the following provisions: "the Fund 
shall not form part of the Endowment Account or otherwise 
be merged with any assets of the Council"; and "in the event 
that the Canada Council should ever be liquidated or its 
existence terminated or its powers and authority changed 
so that it is no longer able to administer any Killam trust, 
the assets forming any such Killam trust shall thereupon be 
paid over to certain universities which have also benefited 
under the will." 


The cash and securities received and the proceeds have 
been invested in a separate portfolio. 


Killam Special Scholarship 


This fund was established by way of securities received 
from the late Mrs. Dorothy J. Killam. Dividends and pro- 
ceeds from the redemption of those securities amounted to 
$13,653,344. 

The net income from this fund is available to provide 
fellowship grants to Canadians for advanced study or re- 
search in the fields of medicine, science and engineering at 
universities, hospitals, research or scientific institutions or 
other equivalent or similar institutions in Canada. 


Jean A. Chalmers 


An endowment of $500,000 in cash was received from Mrs. 
Floyd S. Chalmers to establish a special Jean A. Chalmers 
Fund for the crafts. In consultation with the Canadian 
Crafts Council, the income of the fund is used to provide a 
small number of special project grants for the development 
or advancement of the crafts in Canada. 


Molson Prize 


Gifts of $1,000,000 were received from the Molson Foun- 
dation for the establishment of the Molson Prize Fund. The 
income of the fund is used for awarding cash prizes to 
Canadians "for outstanding achievement in the fields of the 
Arts, the Humanities or the Social Sciences that enriches 
the cultural or intellectual heritage of Canada or con- 
tributes to national unity." There is no restriction placed on 
the recipient as to the use of the prize. 


(e) 


(f) 


(g) 


(h) 


(i) 
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Lynch-Staunton 


This fund was established by a bequest in cash of $699,066 
received from the estate of the late V.M. Lynch-Staunton, 
the income from which is available for the regular programs 
of the Council. 


Frances Elizabeth Barwick and J.P. Barwick 


A bequest of $40,000 in cash was received from the estate 
of the late Mrs. Frances Elizabeth Barwick with the condi- 
tion that "such bequest be applied for the benefit and 
encouragement of the arts." A bequest of $53,000 was also 
received from the estate of J.P. Barwick "for the benefit of 
the musical division of the arts and for the encouragement 
of the musical arts." The total fund is to be used for the 
benefit of the musical arts. These funds, in addition to the 
donations received during the year, are being used for the 
establishment of a musical instrument bank. 


John B.C. Watkins 


This fund was established by a bequest consisting of the net 
income from the residue of the estate of the late John B.C. 
Watkins to provide scholarships for postgraduate studies in 
specified countries. 


Vida Peene 
This fund was established by a bequest in cash of $599,761 


received from the late Vida Peene to provide payments to 
specified organizations. 


Funds will eventually be received from the following bequests: 


(i) Edith Davis Webb 


This fund, estimated at $400,000, is intended "for the 
purpose of making grants or establishing scholarships 
for musical study in such manner as the Council shall 
determine." 
(ii) Coburn Fellowship Trust 
This fund, the amount of which cannot be determined 
at this time, is to provide for exchanges of scholars 
between Israel and Canada. It consists of an amount of 
$100 from Kathleen Coburn to establish this fund as 
well as a $20,000 donation received from F.E. Coburn. 


3. Significant accounting policies 


(a) 


(b) 


Investments 


Equities, bonds, debentures and mortgages are recorded at 
cost. The portfolios of two Special Funds (Molson Prize 
and Lynch-Staunton) are merged with the Endowment Ac- 
count. The participation of each fund was calculated on the 
basis of market value. Interest, dividends, gains and losses 
on disposal of investments are allocated to each fund based 
on the percentages established at the beginning of each 
quarter. 

Investments are written down to market value when the loss 
in value is considered to be other than a temporary decline. 


Equipment and leasehold improvements 


Equipment and leasehold improvements are recorded at 
cost and depreciated over their estimated useful lives on the 
straight-line method, as follows: 


3 to 5 years 
term of the lease 
(maximum 10 years) 


Equipment 
Leasehold improvements 
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(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


(i) 


GQ) 


(k) 


(1) 


Works of art 


Works of art acquired by the Canada Council Art Bank are 
recorded at cost. 


Musical instruments—Special Funds 
Musical instruments are recorded at cost. 


Employee termination benefits 


Employees are entitled to specific termination benefits as 
provided for under the Council’s policy and conditions of 
employment. The cost of these benefits is expensed in the 
year in which they accrue to employees. 


Gains and losses on disposal of investments 


Pursuant to subsection 17(2) of the Act, net gains on dispo- 
sal of investments are credited to the fund capital. Net 
losses on disposal of investments are charged against this 
account to the extent of the balance available therein. In the 
event that losses exceed the balance available in the ac- 
count, the excess is recorded as an expenditure in the year 
of realization. 


Contributed surplus 


Amounts paid during the year for the purchase of works of 
art acquired by the Canada Council Art Bank are expensed. 
Such purchases are then capitalized as contributed surplus- 
works of art and no depreciation is recorded. 


Appropriated surplus 


The Council has established a reserve to reduce the erosion 
of value of the original endowment due to inflation. Any 
changes in this account are approved by the Council. 


Capitalization of net income of Special Funds 


The Council capitalizes 10% of the revenue less adminis- 
tration expenditure of the Izaak Walton Killam Memorial 
Fund for Advanced Studies and the Killam Special Scholar- 
ship Fund, in accordance with advice received from the 
trustees of these Funds in order to preserve the equity of 
these Funds for future beneficiaries. However, for the pur- 
poses of the Funds, the Council reserves the right to draw 
at any time on the accumulated net income capitalized. 


Pension plan 


Employees participate in the Public Service Superannua- 
tion Plan administered by the Government of Canada. The 
employees and the Council contribute equally to the cost of 
the Plan. This contribution represents the total liability of 
the Council. 


Parliamentary appropriations 


Parliamentary appropriations to the Council are recorded as 
revenue in the year in which they are approved by Parlia- 
ment. 


Grants and services 


Grants approved by the Council are recorded as expenditure 
in the appropriate year as determined by the Treasurer in 
consultation with the Arts Division. Cancelled grants and 
refunds of grants approved in previous years, are shown as 
revenue. Services to the arts include juries, advisory com- 
mittees, prizes and other costs that directly serve artists or 
the arts community. These services are recorded as expen- 
diture in the year in which they are incurred. 
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. Investments 


1989 1988 


Market 
Cost value Cost 


Market 
value 


(in thousands of dollars) 


Endowment Account 
Bonds and deben- 


TUTESH 7. SR, A : 47,633 47,146 44.424 46,190 
Equities) f.0 ita 43,628 52,535 50,853 56,870 
Mortgagesiti... sn enmc: 1,912 1,912 2,091 2,091 

93,173 101,593 97,368 105,151 
Special Funds 
Bonds and deben- 

TUES eRe erasers tance : 18,951 18,550 18,031 18,281 
EQUITIES TS Uttara lctaa= 10,923 14,569 13,264 15,516 
IMOTES aCe Seansara ee embers 298 298 322 322 

30,172 33,417 31,617 34,119 
. Equipment and leasehold improvements 
1989 1988 
Accumulated 
depreciation 
and amor- Net book Net book 
Cost tization value value 
(in thousands of dollars) 
Equipmentitiiceseiarie: 1,873 1,072 801 802 
Leasehold improvements . . 928 311 617 636 
2,801 1,383 1,418 1,438 
. Deferred credits 
1989 1988 


(in thousands of dollars) 


Deferred revenue—Art Bank rentals 


OR. WOLKSION ALE a pon tran char ie ee ; 276 316 
Canadian Commission for UNESCO ..... : 220 239) 
Touring @fhicerae. aoc spac aoa fete eee ‘ 73 

569 548 


The deferred credit amounts from the Canadian Commission 
for UNESCO and the Touring Office represent funds received 
for specific programs for which expenditures have not yet been 


incurred. 


. Due to Special Trusts 


These funds have been accounted for separately due to spe- 
cial conditions related to the donations. Trusts with balances 


exceeding $50,000 are: 
(i) Glenn Gould Prize Fund 


The Council received $475,113 from the Glenn Gould 
Memorial Foundation to provide a prize of $50,000 
every three years (funds permitting) to an outstanding 
individual for his or her original contribution to the 
field of music and communications. Since inception, 
the fund has earned $189,996, and has received a fur- 
ther advance of $50,000. As at March 31, 1989, the 
balance stood at $610,419. 
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(ii) Joseph S. Stauffer Fund 


The Council received $350,000 from the Estate of 
Joseph S. Stauffer, the income from which is to provide 
prizes to encourage promising young Canadians in the 
fields of music, visual arts and literature. Since incep- 
tion, the fund has earned $135,062 and has received a 
further advance of $50,000. As at March 31, 1989, the 
balance stood at $476,617. 


(iii) The Duke and Duchess of York Prize in Photography 


The Council received an endowment of $170,000 from 
the Government of Canada to mark the occasion of the 
marriage of The Duke and Duchess of York. The income 
from this endowment is to be used to provide an annual 
scholarship to a professional artist for personal creative 
work or advanced study in photography. Since incep- 
tion, the endowment has earned $33,643. As at March 
31, 1989, the balance stood at $171,283. 


(iv) Visiting Foreign Artists Program 


(v) 


The Visiting Foreign Artists Program is administered 
by the Arts Awards Service of the Canada Council on 
behalf of the Department of External Affairs. It is a 
residency program through which professional Cana- 
dian organizations receive assistance to invite 
distinguished foreign artists from any country outside 
Canada for periods ranging from two weeks to four 
months. As at March 31, 1989, the balance stood at 
$117,479. 


Petro Canada Award 


Petro Canada donated $50,000 towards an award in the 
media arts. The income from this donation is to be used 
to provide an annual award to an artist who has 
achieved outstanding and innovative use of new tech- 
nology in the media arts. Since inception, the donation 
earned $8,765. As at March 31, 1989, the balance stood 
at $53,765. 


(vi) Japan-Canada Fund 


The Council received an endowment of $966,651 from 
the Government of Japan "to further strengthen the 
relations between Canada and Japan." After consult- 
ations with the Embassy of Japan, the income from the 
endowment is to be used to fund programs that will 
encourage artistic exchange between the two countries. 
Since inception, the endowment has earned $85,005. As 
at March 31, 1989, the balance stood at $1,051,656. 


8. Grants and services 


On March 31, 1988, Council received and recorded as 
revenue a one-time parliamentary appropriation of $8 million 
to be expended on grants. These monies were expended in the 
year ended March 31, 1989. 


9. Lease commitments 


The Council is a party to long-term leases with respect to 
rental accommodation. The aggregate minimum annual rental 
is as follows: 


(in 
thousands 


oO 
dollars) 
Fr Rn POE AOE) Ee ER CREO MCT OLE ROEM TORO 1,879 


Bea aoiikiyo RL ALS OA CIO Ene byte OS AERP ct 2,006 
wafer Seat Meteo fais sa anaes arash ose Roeergys ns a pels eos e core) Sec 1,986 


FASO RO OC TINO OOS Dee NG ine Chea Pier ICReIa 1,986 


PORE CON AE ABA SOAR Deere Orb a Dee ee ERE eae 1,986 


OOD =O O9 ie Freya geivors mustaveietauerai eva sr tiepieavel tialere 0 ciovaiexa/ncdierenes 5,966 
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Cana- 
dian 
Commis- Total 
ston for 
Arts UNESCO General 1989 1988 
Salaries), sn .neusaeecier oe 5.285 595 3,108 8,938 8,606 
Employee benefits ..... 788 89 483 1,360 1,280 
Office accommodation . . 943 119 1,077 2,139 PINT) 
Staftitravells geese. 666 66 9| 823 958 
Professional and spe- 

ClaliserVvices maces 380, 18 379 777 568 
Communications ....... SiS 42 207 624 672 
Informaticsmoneriacnrcr ; 3 2. 524 529 481 
Meeting expenses 

including members’ 

honotatiauegee eer : 94 172 225 49] 44] 
Depreciation and 

amortization......... 30 409 439 378 
Investment portfolio 

management ........ 370 370, 319 
Printing, publications 

and duplicating ...... 149 26 106 281 300 
Office expenses and 

equipmentyas ter 80 13 156 249 270 
Miscellaneous pees 67 | 18 86 98 

8,810 1,143 7,153 17,106 16,546 
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SUMMARY PAGE 
CANADA DEPOSIT INSURANCE CORPORATION 


MANDATE 


To provide limited insurance in respect of deposits with federal institutions (banks, trust and loan companies) and 
approved provincial institutions (trust and loan companies). To be instrumental in the promotion of standards of sound 
business and financial practices for member institutions and to promote and otherwise contribute to the stability and 
competitiveness of the financial system in Canada. 


BACKGROUND 


The corporation was established by the Canada Deposit Insurance Corporation Act in 1967. Member institutions pay 
annual premiums to the Deposit Insurance Fund to meet depositors’ claims. Recent payments to depositors of insolvent 
financial institutions have caused this fund to have a net deficit position. Premium rates were increased in 1985 and 
annual premium revenue of the Fund is now approximately $200 million. 


CORPORATION DATA 


HEAD OFFICE 320 Queen Street 
P.O. Box 2340, Station D 
Ottawa, Ontario 
K1P5W5 


STATUS — Schedule III, Part I 
— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable Gilles Loiselle, P.C., M.P. 


Minister of State for Finance. 


DEPARTMENT 


YEAR AND MEANS OF 


INCORPORATION 


CHIRE EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


Finance 


1967; by the Canada Deposit Insurance Corporation Act (R.S.C. 
1985Nc2 C-3): 


Charles C. de Léry 


Ronald McKinlay 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) 
At the end of the year 
TotalaAssets o7as Series so 1 Ae! aie VORTE. BFE SORWS 28 0. aM 2 135s, 1,001 1,676 
Obliganons to-the privatc SCCUOl aces gee ia ee nil 581 Sap aT 1,034 
ObWsaHONS tO. Canal aheee ssAsiries te venanton aa whens ee 1,747 1,258 965 956 
Equity-ofCanadahin wie) AbeN acc. dewgedss nates ees eee (1,017) (1,108) (1,245) (1,235) 
Cash from Canada in the year 
ma DOCGEIATY uh scx Maes ase eo ee ee he ee ee nil nil nil nil 
pee DON DU etary” 8c ni hers sc meee ae ee 489 p22 8. 9 956 


* Represents deficiency in the Insurance Fund. 
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MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The accompanying financial statements of the Canada Deposit 
Insurance Corporation and all information in this annual report are 
the responsibility of management and have been approved by the 
Board of Directors. The financial statements include some amounts 
that are necessarily based on management’s best estimates and 
judgement. 


The financial statements have been prepared by management in 
accordance with generally accepted accounting principles which 
‘have been consistently applied, except for the change in the method 
of accounting for interest income recognition as explained in Note 
3. Financial information presented elsewhere in the annual report 
is consistent with that contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are authorized, assets are 
safeguarded and proper records are maintained in accordance with 
the Financial Administration Act and regulations as well as the 
Canada Deposit Insurance Corporation Act and by-laws of the 
Corporation. The system of internal controls is augmented by inter- 
nal audit which conducts periodic reviews of different aspects of 
the Corporation’s operations. In addition, the internal and external 
auditors have free access to the audit committee of the Board, which 
oversees management’s responsibilities for maintaining adequate 
control systems and the quality of financial reporting. 


These financial statements have been independently examined by 
the Corporation’s auditor, the Auditor General of Canada, and his 
report is included herein. 


Charles C. de Léry 
President and Chief Executive Officer 


B. C. Scheepers 
Vice-President, Operations 


Johanne R. Lanthier 
Comptroller 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 
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AUDITOR’S REPORT 
TO THE MINISTER OF FINANCE 


I have examined the balance sheet of the Canada Deposit Insur- 
ance Corporation as at December 31, 1988 and the statements of 
deposit insurance fund, investment and administrative operations 
and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted au- 
diting standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied, except for the change in the method of 
recognizing interest income as explained in Note 3 to the financial 
statements, on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Deposit Insurance Corporation Act and the by-laws of the 
Corporation. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


February 20, 1989 


ASSETS 1988 1987 
ashvanditreasiimy DiS aaa cerca cline cosh ne ier 62,348 MDD 
Premiums and other accounts receivable ........ 2,245 13,237 
INLOTT PARES.) cccssceve ces-ats Aisincn ehelictanesenehate yes en dhe cetey stone 147 316 
Furniture, equipment and leasehold 
NY OCNOMEN Seen non een omtnto oe abeeaness 591 670 
65,331 36,462 
Loans to member institutions and others 
(NOte4) it nine Sai new aes rites Sayan ¢ 162,368 1,061,505 
Claims against insolvent member 
MSULCUTONSuINOtEYS)) eyaceiet aes aie. cacroetecke fate 1,088,247 867,148 
1,250,615 1,928,653 
General provision for loss (Note 6) ............ (584,000) (1,230,000) 
666,615 698,653 
731,946 735.15 


LIABILITIES 1988 1987 
BanksindebtednesSiein chia. reenter tine ; 368 
Accountsipay ables: tne. a sete it earner eer. é 2,565 2,636 
Loans from member institutions ............. ; 581,871 
Loans from Consolidated Revenue Fund 
CNOTES7) Pict Wate ty erected etic ; 1,746,486 1,257,803 
1,749,051 1,842,678 
DEPOSIT INSURANCE FUND 
Deficitraty carendan, cceieanecr atria more : (1,017,105) (1,107,563) 
731,946 Sool 


Approved by the Board: 


R.A. McKINLAY 
Chairman 


M. MARCEL CARON 
Director 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


STATEMENT OF DEPOSIT INSURANCE FUND 


FOR THE YEAR ENDED DECEMBER 31, 
(in thousands of dollars) 


1988 FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


1988 1987 1988 


1987 
Operating activities 
‘ici SINMINGOT Weal Lor. sere Ra ee 107,563 245,285 Gata: : 
oe og SUD Ge IO 10 ae se ak) Gain from insurance operations ............ d 96,370 142.662 
Insurance operations Net loss from investment and administrative 
Premyums:CNOtess)) = cee sercrereesiicroiien tenaneteres 215,631 199.665 OPELALL ONS yg techies pr iceuad ee eee A (5.912) (4.940) 
Interest on loans to member Non-cash items included in gain or net 
InstitutionSand otherss-e oe eee rae Soil 91.826 loss 
Ofherinterest he Perens Metres eye ete) 139 53 Depreciation and amortization ........... : 193 166 
221.54] 291.544 Decrease in other non-cash items .......... d (12,882) (45,959) 
Collectioniof. morteagese. ert. eee ; 168 424 
Interest on loans from Consolidated Revenue oe - ners i ae ay ats 
hitha 142.458 99.287 oans to member institutions an 
Wikee atime LeMeneD WAL ROWELL 1) 4 GB Hk mt ac others! Die Pea en Mid 222 Ve (58,612) 14.298 
Interest on loans from member Rena niente oF Faartonioat member 
THRCH ONG eee tobe ss wns cette 22.713 81,224 Lesthotmar ee" 
; INSEL EULIOM SSAA eaes cee se ee ee F (576,654) (201,591) 
Costomeuaranteeseem 8 ees eee eee om 2.801 ; 3 
ie ee F Costofiguaranteesmaee. sens a0 0c creeeenane = : (275,000) 
Interest in respect of insured deposits ........ 570 Sh RE tc" 
pat ec ehioauseadaiie (40,000) (35,000) Payments of claims against insolvent 
RAI aed iA ei Ni gi alecot : = member insti tutionsey teres. eka. Aeeeeeee 6 (375) (116,673) 
onl 148,882 Recoveries of claims against insolvent 
Gain from insurance operations for the Mem beninstitutionsyearqstycts = sree eter e : 109,613 153,733 
VC AN eetemet Pier sb eis Pa '6~ ya. sa, ong) eta vast aeat cha ayers sammeone 96.370 142.662 Cash used in operating 
Deficit before net loss from investment and ACtIVITIES SAA eatee wetd: cee STD ee : (448,091) (332,880) 
VQAMINIStRAtVeErOPCLAtONS wey steels sears (1,011,193) (1,102,623) Investing activities 
Net loss from investment and administrative Purchase of fixed assets—Net ............. : (115) (251) 
rations 3 
OQDSRATLON Sane oe kne-t) bie weet erecta aeanceneten (5,912) (4,940) Financins activities 
DEliGitvendiOnVeani. ripeness aera cn roks (1,017,105) (1,107,563) Increase in loans from Consolidated Revenue 
PUN or. crs scree ees ten etree clea sieuaneaateasnetess : 488 683 292,591 
Increase:(decrease) imicashipeaae ete eras : 40,477 (40.540) 
Cash beginning Otpycatia-n teria t slater ; 21,871 62.411 
Cashsend/of. \.catenetie deproera seen yeey- << : 62,348 21,871 
Cash comprised of 
STATEMENT OF INVESTMENT AL reas tiny’ Dill seers: oats ayot engi cis s.cbetmilereue i 62,348 22,239 
AND ADMINISTRATIVE OPERATIONS Bankgindebtednessmarerireit tn iienen é (368) 
FOR THE YEAR ENDED DECEMBER 31, 1988 62,348 21,871 
(in thousands of dollars) 
1988 1987 
Interest revenue 
AREAS TUF VSO LS ye peeuero ete: Ane oes eencte anemia Aragon 1,936 3,032 
OMEN Rates ses Sue racer ec ncnietets tees sheeriae 247 941 
2,183 3,973 
Expenses 
Inspection and!other fees) ey s.i.ja merase 3,189 5,427 
Generalandiadmimistratives. . a4. cos. sone ee 2,519 1,531 
Salaries and employee benefits .....-...:.. 0 2,387 1,955 
8.095 8,913 
Net loss from investment and administrative 
OPCLAMON Me eon even es Sean Ne ee (5.912) (4,940) 
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CANADA DEPOSIT INSURANCE CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Authority and objective loan agreements. It ceases to recognize interest income when 


The Corporation was established in 1967 by the Canada 
Deposit Insurance Corporation Act (the CDIC Act). It is a 
Crown corporation named in Schedule III (formerly Schedule 
C) Part I of the Financial Administration Act. 


The objects of the Corporation are to provide insurance 
against the loss of part or all of deposits, to be instrumental in 
the promotion of standards of sound business and financial 
practices for member institutions, and to promote and otherwise 
contribute to the stability and competitiveness of the financial 
system in Canada. The aforementioned objects are to be pur- 
sued for the benefit of depositors and in a manner so as to 
minimize the exposure of the Corporation to loss. 


The Corporation has the power to do all things necessary or 
incidental in the furtherance of its objects including the acquisi- 
tion of assets from or guarantee of loans to a member 
institution. It may make or cause to be made inspections of 
member institutions, prescribe standards of sound business and 
financial practices, and act as liquidator, receiver or inspector 
of a member institution or a subsidiary thereof. 


. Accounting policies 


Basis of preparation 


These financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. 

These financial statements do not reflect the assets, liabilities 
or operations of member institutions whose operations the Cor- 
poration is financing in order to secure an orderly wind down. 


The more significant policies adopted are set out below. 


Premium recognition 


Premiums are based on insured deposits with member institu- 
tions as at April 30 of each year and are collectible in two equal 
instalments on June 30 and December 31 of the year. Premiums 
are recognized when assessed. 


General provision for loss 


The general provision for loss reflects the Corporation’s best 
estimate of losses in respect of only those member institutions 
against which the Corporation has or is certain to have a finan- 
cial claim. This estimate includes consideration of losses 
expected in respect of claims against insolvent member institu- 
tions arising from payments made to insured depositors and of 
loans made to member institutions under an agency or loan 
agreement. 

Claims against insolvent member institutions and loans to 
member institutions and others, may be written-off in full or in 
part when, in the opinion of the Corporation, there is reasonable 
certainty that the claims and loans will not be fully realized. 
This would generally occur when a period of three years has 
elapsed since the intervention by the Corporation. The Corpor- 
ation is required to exercise judgement in arriving at its 
decision to write-off all or a portion of its claims and loans. 
Also the amount written-off depends largely on the availability 
of reliable information regarding the amount the Corporation 
expects to lose with respect to a particular insolvent member 
institution. 


Interest income recognition 


The Corporation charges interest on loans advanced, directly 
or indirectly, by it in accordance with the specific terms of the 


an insolvent member institution is placed in liquidation or when 
there is a reasonable doubt as to the ultimate collectibility of 
the interest. When reasonable doubt is present, interest revenue 
is recognized only as cash is received. 


. Changes in accounting policies 


General provision for Loss 


During the year, the Corporation changed its policy with 
respect to accounting for identified losses. In previous years 
assets were reported net of identified losses on the balance 
sheet, but were not formally written-off. The Corporation’s new 
policy is explained in Note 2. Identified losses are no longer 
segregated from the general provision for loss. Accordingly, all 
identified losses recorded as at December 31, 1987 have been 
reversed to the general provision for loss prior to writing-off 
$606 million as at December 31, 1988. This change in account- 
ing policy has no effect on the Corporation’s deficit. 


Interest income recognition 


During the year, the Corporation changed its policy with 
respect to the recognition of interest income on loans to member 
institutions and others. In prior years, interest was recognized 
on all interest bearing loans except those made to insolvent 
member institutions in liquidation. If the ultimate collectibility 
of the interest was in doubt, a provision for loss was recorded 
to reflect the uncertainty. The new policy is explained in Note 
2 and the change in policy has no effect on the Corporation’s 
deficit. Under the old policy, the Corporation would have 
recorded an additional $43 million of interest income during 
1988 but would have provided for it fully in its general provi- 
sion for loss. 

This accounting policy change is being applied prospectively 
because its effect on prior periods cannot be reasonably deter- 
mined. 


. Loans to member institutions and others 


All loans to member institutions that were under agency 
agreements, with the exception of the CCB Mortgage Invest- 
ment Corporation arrangements, expired during 1988. 


The Crown Trust Company, Greymac Trust Company and 
Fidelity Trust Company were all placed in liquidation during 
the year. The Corporation asserted claims against all of these 
insolvent member institutions. The amount of the claims has 
been reclassified from "Loans to member institutions and 
others" to "Claims against insolvent member institutions". 

In October 1988, under the general powers of subsection 
10(1) (formerly subsection 11(1) of the CDIC Act), the Corpor- 
ation entered into a loan agreement to assist in the sale of a 
member institution. As at December 31, 1988, the Corporation 
has a fully secured $74 million loan outstanding with respect to 
this transaction. 


. Claims against insolvent member institutions 


Claims against insolvent member institutions arise through 
the subrogation of the rights and interests of the depositor when 
the Corporation pays that depositor’s claim. The Corporation 
also asserts a claim against insolvent member institutions in 
liquidation, arising out of loans previously advanced by the 
Corporation. The Corporation has asserted claims against all its 
insolvent member institutions which were placed in liquidation. 


52 


PUBLIC ACCOUNTS, 1988-89 


CANADA DEPOSIT INSURANCE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


6. 


General provision for loss 


The following table provides details of the calculation of the 
general provision for loss as reflected on the balance sheet: 


1988 1987 
(in thousands of dollars) 
Balance, beginning of year ............... 1,230,000 1,265,000 
Provision for loss adjustment ............. (40,000) (35,000) 
1,190,000 1,230,000 
Less write-offs 
Loans to member institutions 
ANCLOUNCTS EA ere Py Ay Sac 8 oyacy che ous Sraevoes , 90,193 
Claims against insolvent member 
AISLILIULONS: myssaeic cea ares irene eke ; 515,807 
606,000 
Balancewend of years rcs ..ca tse atte rte : 584,000 1,230,000 


The Corporation is a claimant in a number of judicial actions 
arising out of the collapse or insolvency of various member 
institutions. The general provision for loss does not take into 
account any potential recoveries which may arise should an 
action be resolved in the Corporation’s favour. 


. Loans from Consolidated Revenue Fund 


With the approval of the Governor in Council, the Corpora- 
tion can borrow up to $3 billion from the Consolidated Revenue 
Fund. 


. Premiums 


In accordance with subsection 21(1)(b) (formerly subsection 
19(2)(b)) of the CDIC Act, the Corporation, with the approval 
of the Governor in Council, sets the premium rate for any 
premium year at one-sixth of one percent, or such smaller 
proportion of one percent, of insured deposits. For the premium 
year 1988, the premium rate was set at one-tenth of one percent 
of insured deposits, the same rate as in 1987. 


. Contingent liabilities 


The Corporation is a defendant in a number of judicial actions 
arising out of the collapse or insolvency of various member 
institutions. The Corporation does not believe it has any lia- 
bility as a result of these actions and has therefore not provided 
for any potential claims. 


. Income taxes 


The Corporation is subject to federal income taxes although 
it is not subject to taxation on premiums assessed and may not 
take a deduction for claims paid. 


12. 


13 


The Corporation has available losses which can be carried 
forward to reduce future years’ earnings otherwise subject to 
taxation. Such losses total $542 million and expire as follows: 


Amount 
Originating Expiring (in thousands 
taxation year taxation year of dollars) 
1984 MSN Ie esac Soe Renee Soe hae Biter se 44,000 
1985 LSS PAS Ss Gee ree eRe 81,000 
1986 NOEL 5 la ne Rec 85,000 
1987 [OO AER y NAN ies ae a eeu 3 Ee 167,000 
1988 WOO Sire nstcia yeast bey Vhs sere soe ose 165,000 

542,000 


. Insured deposits 


Deposits insured by the Corporation, on the basis of returns 
received from member institutions, as at April 30, 1988 and 
1987 were as follows: 


1988 1987 
(in billions of dollars) 
Federalinstitutions eee eee : 198 183 
Provincial) NStituilonSwe arte lelsees ccs uoneus , 18 16 
216 199 


Long-term operating lease commitments 


The following is a schedule of future minimum lease pay- 
ments for premises expiring in 1991. 


Year ending December 31 Amount 
$ 
LOB ON Mee aN TOP se sey gio si0 oie 6.09.6 6 6 6,2 Seta Speen UN pls 436,000 
KL t Reeth cise SSE One OIE TO eee SOE co Selon 436,000 
LOO 5 cterese reser ekey 6) = (ole ar ohare, w'e.0. fs allekecetetatal Deca ne Mea eee 214,000 
1,086,000 


Comparative figures 


Certain of the 1987 figures have been reclassified so as to 
conform with the presentation adopted for 1988. 
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1 
MANDATE 
; : . ; : : sipniiqgs 

To effectively manage Crown corporations and investments which are assigned to it and to effect the privatization of 


‘these, where appropriate. 


BACKGROUND 


CDIC at present manages Canada Eldor Inc. (successor to Eldorado Nuclear Limited), Teleglobe Canada, Nordion 
International Inc., Theratronics International Limited and Canada’s participations in Varity Corporation and in National 
Sea Products Limited plus other minor assets of Canada. The governments of Canada and Saskatchewan announced in 
February 1988 a plan to merge the assets of Eldorado with those of Saskatchewan Mining Development Corporation and 
privatize them by way of a public share offering. This initiative was authorized by the Eldorado Nuclear Limited 
Reorganization and Divestiture Act (S.C. 1988, C-41) and for this purpose a new corporation, CAMECO - a Canadian 
‘Energy and Mining Corporation, was formed on October 1, 1988 by the two governments. 


Divestitures already effected by CDIC include, in 1986, The de Havilland Aircraft of Canada, Limited and Canadair 
Limited and Canada’s holdings of Canada Development Corporation shares and, in 1987, the assets and operations of 
Teleglobe Canada and warrants of Varity Corporation. The operating assets of Eldorado Nuclear Limited were transferred 
to CAMECO on October 5, 1988 and Canada Eldor Inc. now holds a 38.5 percent interest in CAMECO. 


CORPORATION DATA 


HEAD OFFICE Suite 4520 
1 First Canadian Place 
Toronto, Ontario 


M5X 1A4 
STATUS — Schedule III, Part II 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John McDermid, P.C., M.P. 

Minister of State (Privatization and Regulatory Affairs). 
YEAR AND MEANS OF 1982; by Canada Development Corporation under the Canada 
INCORPORATION Business Corporations Act. Letters patent, May 26, 1982. 
CHIEF EXECUTIVE Ward C. Pitfield 
OFFICER 
CHAIRMAN W. Darcy McKeough 
AUDITOR Peat, Marwick, Mitchell & Co. and the Auditor General of Canada. 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988* 1987 1986 1985 

At the end of the period 

BSL ALE ASSOLS S aecn saith ae tM eae ee ede Sera ewe ee esac AaB 1,094 285 336 642 

Dis At ONS LO-te-DFiV.ate.SCClOR-s panera enesnerarieritersec mans ag Fea nil nil 144 

Obligations to. Canada . 40.2... 5. 2... ee (atonal b 10 nil nil nil 

AUILY OL Canna tenn y ween sr ee Meret ack ty cinacko tinier) es-2 53% 139 226 287 485 
Cash from Canada to subsidiaries in the period 

SILO CTALY seme weg eins Geta ee ay Minin ei ook Ral S of i's Sy nil (57) (111) 500 

Reet ON DUG OCLAN Naar a Ome cia SL, in sisters mie ral etn ae bled Sav, ois nil nil nil nil 


* The financial statements of Eldorado Nuclear Limited were consolidated in those of the corporation from October 1, 
1988. (Subsequent to that year end, Eldorado’s name was changed to Canada Eldor Inc.) 
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CANADA DEVELOPMENT INVESTMENT CORPORATION 


AUDITORS’ REPORT 


TO THE PRESIDENT OF THE PRIV Y COUNCIL 


We have examined the consolidated balance sheet of Canada 
Development Investment Corporation as at December 31, 1988 and 
the consolidated statements of income (loss) and accumulated 
deficit, contributed surplus and changes in financial position for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the corporation as at December 31, 
1988 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally ac- 
cepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in our opinion, the transactions of the corporation and of 
its wholly-owned subsidiaries that have come to our notice during 
our examination of the consolidated financial statements have, in 
all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, and the charters and 
by-laws of the corporation and its wholly-owned subsidiaries and 
with the directive given to the corporation as disclosed in Note 
10(e). 


Kenneth M. Dye, F.C.A. 


Otewie Canc Auditor General of Canada 


Peat Marwick 


Chartered Accountants 
Toronto, Canada 


March 16, 1989 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1988 

(with comparative figures for 1987) 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES AND SHAREHOLDER’S EQUITY 1988 1987 
Current assets Current liabilities 

Cash and short-term investments ............ 347,965 7,618 Bank loan and short-term debt ............. ‘ 280,090 

Cash restricted as to use Accounts payable and accrued liabilities .... . 107,481 58,210 

CIN OCS) BES AR ive oce cic sareicioke cieltie Gare 68,830 77,079 Notes payable to Atomic Energy of Canada 
Receivablésw 2... soto ot ten eit 2495 544 Limited: (Note:Si(b)) Po. erik es « ; 116,587 
419,550 85,241 Long-term debt payable within 

Investments ONG Year raeteere ec deve helcleicc sce arene ; 132,629 

Non-consolidated subsidiaries (Note 5) ....... 116,587 152,691 636,787 58,210 

Other investments (Note 6) ................. $52,641 26,349 Long-termidebt (NoteiS ite inert elise : 318,601 

669,228 179,040 
Canadair technology rights (Note 7) ........... 20,000 SHAREHOLDER’S EQUITY 
Deterreduinancin? costse tcc e erie 4,401 
Otbe RC ee ee at tera gore 741 216 Capital stock 
Authorized—Unlimited number of common 
shares 
Issued and fully paid—101 common 
Shares: sae ceetete vere. occ teras s oi.0 ature. eeererare : l 1 
Contributed surplustrctrtere cre scsi eles oe cenaie : 138,531 3,506,765 
Accumulated deficit (Note 9) .............. ‘ (3,280,479) 
138,532 226,287 


Commitments and contingencies (Note 10) 


1,093,920 284,497 1,093,920 284,497 


The accompanying notes are an integral part of these consolidated financial statements. 
On behalf of the Board: 

W. DARCY McKEOUGH 

Director 


PATRICK J. KEENAN 
Director 


CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
' YEAR ENDED DECEMBER 31], 1988 
(with comparative figures for 1987) 
(in thousands of dollars) 


| 
! 
| 
] 


1988 1987 
MeBalance, beginning of year ........)....00--05 06. 3,506,765 3,506,765 
Charge from accumulated deficit 
ENT OR es ore Oe SOOM hee 3,368,234 
Me alance, end Of yeatir. saree Crel. eis tele efoto ote 138,531 3,506,765 


_ The accompanying notes are an integral part of these consolidated financial state- 
| ments. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 
CONSOLIDATED STATEMENT OF INCOME (LOSS) AND CONSOLIDATED STATEMENT OF CHANGES 
}ACCUMULATED DEFICIT IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 YEAR ENDED DECEMBER 31, 1988 
(with comparative figures for 1987) (with comparative figures for 1987) 
‘(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
Net (loss) income of subsidiaries and Operations 
investees (Corporate Operations creche te wet Satta ee te s (126) 3,023 
Eldorado Nuclear Limited (January | to Items mot reauining cashier at tnererae eer : 56 535 
September 30, 1988) (Note 5 (a)) .......... (35,341) 12,045 (70) 3.558 
Gamecoy(NOte/@)i ee epscaccshs cicye lasts clsepes.s,s.s) seis 6,716 Saleobnoiccreceitabiamndiniier 
(28,625) 12,045 INVESIMENIS yueeer er cet aac sete ares : 3,209 48 600 
Expenses Proceeds received on disposition 
Corporate expenses (income), of operating assets of Eldorado : 
pew (Noteil Ileal brie iterdhas, dreamt 126 (3,023) ONS SD) ge ORO as or eee ca pea 
Financial expense, net (Note 8) ........-..-. 8,589 Cash provided by Eiconise a3 
Provisions for losses and contingencies discontinued operations | beet e tees eee ee ees ; 20,265 
ne de Havilland Aircrart of Canadas Proceeds received on termination of 
Limited’ (No 10 a) ee 19,000 Canadair royalty agreement ............... ; 20,000 
Massey-Combines Corporation ........... ! BO7i395 48 600 
Eldorado Nuclear Limited (Note 5 (a)) ..... 47,380 Cash portion of dividend paid ............... : (3,034) (56,500) 
56,096 15,977 334,249 (4,342) 
| INGELOSS ash S806 Been ote cmo. ole 6a Sone Mena (84,721) (3,932) Financing 
| Accumulated deficit, beginning of year ......... (3,280,479) (3,220,047) Increase in 'bankiloans) 2.0 ........ 00-5 He ; 137,936 
IPDividendctamernn wrtee mere ders on annie celts « (3,034) (56,500) Decrease in long-term debt ............... ‘ (123,827) 
3 368 234) 3 280 479) Interest and financing expenses 
| Accumulated deficit charged against net of amortization of foreign 
contributed surplus (Note 9) ................ 3,368,234 exchange losses . Hole Zsa FO ; (8,835) 
Be Decrease in accrued interest 
Accumulated deficit, end of year .............. (3,280,479) Cherm oe ait eee 824 
The accompanying notes are an integral part of these consolidated financial state- 6.098 
| ments. : 
Increasei(decrease)}ini cashipmn niet hide ; 340,347 (4,342) 
Cash, bevinningionyeatsnercniane ase : 7,618 11,960 
GCashvendiofiveatee tacaccrrtecere cree : 347,965 7,618 


For purposes of this statement, cash and increase (decrease) in cash includes cash 
and short-term investments and excludes cash transactions relating to cash restricted 


as to use, 


The accompanying notes are an integral part of these consolidated financial state- 


ments. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988 
(All dollar amounts are stated in thousands) 


I. 


The corporation 


Canada Development Investment Corporation ("the corpora- 
tion") was incorporated on May 26, 1982 under the provisions 
of the Canada Business Corporations Act and is wholly-owned 
by Her Majesty in right of Canada. The corporation is subject 
to the Financial Administration Act and is an agent of Her 
Majesty. 


. Activities of the corporation 


In a statement dated October 30, 1984, the Minister of the 
Government of Canada ("Government") responsible for the cor- 
poration announced the intention of the Government to cause 
the corporation to dispose of its investments in Massey-Fergu- 
son Limited ("Massey-Ferguson") now Varity Corporation 
("Varity") and Massey-Combines Corporation (""Massey-Com- 
bines"), Canadair Limited ("Canadair"), The de Havilland 
Aircraft of Canada, Limited ("de Havilland") and Eldorado 
Nuclear Limited ("Eldorado") (effective January 30, 1989, Ca- 
nada Eldor Inc.) in an orderly fashion. Disposals of the 
corporation’s investments in de Havilland and Canadair were 
completed in 1986. The remaining investment in Massey-Com- 
bines was written off in 1988. 

During 1988, a formal plan to dispose of the operating assets 
of Eldorado to Cameco, a Canadian Mining and Energy Corpor- 
ation ("Cameco") was approved by the Government and the 
corporation’s Board of Directors. Such disposition was ex- 
ecuted on October 5, 1988 (Note S(a)). Eldorado now holds a 
38.5% interest in Cameco (Note 6). 


As a result of this transaction, it is expected that the only 
significant activities of Eldorado subsequent to October 5, 1988 
will consist of monitoring its equity interest in Cameco and 
continuing the servicing of its debt. 


As at December 31, 1988, the Government provides auth- 
Orities and guarantees for the borrowing of Eldorado of 
$700,000 of which $689,984 is being utilized at December 31, 
1988. 


Since Eldorado’s ability to generate future cash flows will 
depend primarily on future dividends received from and dispo- 
sitions of its investment in Cameco, Eldorado’s continued 
existence as a going concern will depend on its ability to obtain 
debt financing within the extent of its statutory borrowing 
limits, or future capital injections by the corporation or the 
Government. 

On September 30, 1988, the corporation acquired the follow- 
ing two subsidiaries from Atomic Energy of Canada Limited 
("AECL"): 


(a) Nordion International Inc. ("Nordion") which holds the 
assets and operations of Radiochemical Company, former- 
ly a division of AECL; and 


(b) Theratronics International Limited ("Theratronics") which 

holds the assets and operations of the former Medical 
Products Division of AECL. 
The Board of Directors of the corporation is continuing to 
develop approaches to the divestiture of the corporation’s 
remaining investments which would meet the require- 
ments of the Government. 


3. Significant accounting policies 


(a) 


(b) 


(c) 


(d) 


(e) 
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Basis of consolidation 


The financial statements of Cartierville Financial Corpora- 
tion Inc. ("Cartierville Financial") a wholly-owned 
subsidiary, have been consolidated with those of the corpor- 
ation. ! 
The financial statements of Eldorado, a wholly-owned sub- 
sidiary, have been consolidated from October 1, 1988 to 
December 31, 1988. 
Earnings of Eldorado for the period from January 1, 1988 
to September 30, 1988 (the period prior to the disposition) 
of Eldorado’s operating assets) have been accounted for) 
using the equity method pursuant to the accounting policy, 
discussed below. | 


Investments in non-consolidated subsidiaries 


The corporation’s investments in subsidiaries acquired with) 
the objective of eventual disposition or privatization are, 
accounted for on the equity basis, unless (i) there is a 
formal plan, approved by the Government to dispose of the 
investment, in which case the investments are carried at the. 
lower of the equity basis carrying value and net realizable, 
value; or (ii) the earnings of the subsidiaries and/or gains) 
or losses on dispositions do not accrue to the benefit of the 
corporation, in which case the investment is carried at the. 


lower of cost and net realizable value. | 
A consolidation of the corporation’s financial statements 


and such subsidiaries has not been prepared as the corpor- 
ation believes that the adopted accounting method provides 
a more informative presentation to the shareholder. The) 
financial statements of the non-consolidated subsidiaries | 


are attached. 


Other investments 


The corporation’s investment in companies in which the | 
corporation exercises significant influence, but not control, 
and for which a formal plan exists to dispose of the invest- | 
ment, are carried at the lower of the estimated net realizable | 
value and the carrying value of the investment resulting | 
from the use of the equity method. Under this method, the | 
net income (loss) recognized from the investment is the | 
corporation’s pro rata share of the investee’s net income, 
less amortization of any purchase price discrepancy (which | 
is the excess of the cost of the investment over the under- 
lying net book value). Any dividends received will serve to 
reduce the carrying value of the investment. \ 
Portfolio investments are carried at the lower of cost and | 
estimated net realizable value. 


Amortization of deferred financing costs 


Debt discounts and issue expenses associated with long- 

. . . | 
term financing are deferred and amortized over the term of 
the debt. | 


} 
] 


Foreign exchange 


Long-term debt denominated in foreign currencies is trans- 
lated into Canadian dollars at rates of exchange in effect at 
year end. Expenses are translated at rates in effect at the 
time of the transaction. Translation gains or losses are _ 
included in income currently, except for gains or losses 
relating to long-term debt which are deferred and amortized 

on a Straight-line basis over the remaining term of the debt. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


4. Cash restricted as to use 


These funds are held in special accounts (primarily in the 
Consolidated Revenue Fund of Canada on a non-interest basis) 
to satisfy payment of contingent liabilities relating to the sale 
of the corporation’s investments in de Havilland and Canadair 
(see Note 10 (a) and (b)). 


5. Investment in non-consolidated subsidiaries 
The carrying values of the corporation’s investments are as 


follows: 
Carrying Carrying 
Value Value 
Decem- Equity Decem- 
ber 31, Acquisi- in Disposi- __ ber 31, 
1987 tions Income tions 1988 
Eldorado (a) ....... 152,691 (35,341) (117,350) 
Nordion (b)........ 106,937 106,937 
Theratronics (b) .... 9,650 9,650 


152,691 116,587 (35,341) (117,350) 116,587 


(a) Disposition of operating assets of Eldorado 


On October 5, 1988 Eldorado concluded the sale of substan- 
tially all of its assets to Cameco, a company resulting from 
the merger of the assets and the operations of Eldorado and 
Saskatchewan Mining and Development Corporation, for 
an agreed amount of $816,665 to reflect the fair value of 
the net assets sold. As consideration for the sale, Eldorado 
received shares and notes of Cameco which gives Eldorado 
a 38.5% shareholding in Cameco. The Cameco notes 
amounting to $293,879 plus interest of $7,501 accruing 
since October 5, 1988 were all repaid on December 29, 
1988 except for an amount of $5,510 to be repaid in 1989. 
Under the terms of the agreements the parties intend to 
dispose of their shares of Cameco in stages over the next 
seven years. 

The effect of this transaction, amounting to a loss of 
$47,380 including the provision for expenses related to the 
sale of Eldorado’s assets and the closing down of its head 
office, has been reflected in these financial statements. 
The assets and liabilities of Eldorado at October 5, 1988 are 
summarized as follows: 


Sold to Consolidated 


Cameco with CDIC Total 
Current assets2 a eciane sic 157,984 7,539 165,523 
Property, equipment and 
preproduction charges 
and otherd waccrwtasgc ont: 712,895 712,895 
Current liabilities and 
PIOVISIONS see ieee (15,559) (172,537) (188,096) 
Long-term debt ......... (572,972) (572,972) 


855,320 (737,970) 117,350 


The October 5, 1988 transaction can be summarized as 


follows: 
Book value of therassets sold! sa5. mstsmie eels steers ; 855,320 
Disposalicosts) 25 asas cinerea caine datesie sai er ais syousys : 8,725 
864,045 
Consideration received 
Promissory nOtesie) sworn ones cis eye rae sess , 293,879 
Commonisharesin|Camecomeniee vane eee ee ; 522,786 
816,665 


ossion disposaliviasacr sane vacurceaioninte eye faeces Seale : 47,380 


(b) 


The net (loss) earnings from Eldorado prior to disconti- 
nuance of its operations is comprised of the following: 


1988 1987 
(9 months) (12 months) 
Revenue 
Sales of products and services ..... : 170,218 335,015 
Expenses 
Cost of products and services 
SOLA raat cia e serene is chosen rays cr : 105,517 213,075 


RT & E, exploration, 

development and 

AGIINISITAtlONe see ee : 9,598 12557, 
Income taxes and mineral 

royalties, net of 

extraordinary recovery 

due to loss carry-forwards 


ONG OSNLOS Tse stay ores : 7,899 4,709 
Distribution to preferred 
Shareholdetspemencen cect art 2,623 4,350 
Other Maes meee ch ee ete , 2,815 (5,118) 
128,452 229,573 
Earnings from discontinued 
OPCLAtLONS: ccimg es ates De sages sicioesys ; 41,766 105,442 
hinancerexDensem- mene errr , (74,998) (95,916) 
Others ses. marae, s tater ey uaeei ann 3 (2,109) 2,519 
Net (loss) earnings prior 
toO\discontinuanGeass eerie ‘ (35,341) 12,045 


Acquisition of Nordion and Theratronics 


Pursuant to a series of agreements executed on September 
30, 1988, the corporation acquired Nordion and Theratro- 
nics from AECL. 


The share purchase agreement between AECL and the cor- 
poration requires the corporation to pay to AECL the fair 
market value of the shares of Nordion and Theratronics. 
The agreement also specifies that the fair market value will 
be estimated as at the date of transfer, but will subsequently 
be adjusted to an amount equal to the price ultimately 
received by the corporation in the subsequent privatization 
sale of Nordion and Theratronics. Furthermore, the agree- 
ment specifies that the corporation is not required to make 
payment of the purchase price to AECL until 60 days after 
the privatization sale. Accordingly, AECL will ultimately 
receive the full proceeds realized upon privatization of 
Nordion and Theratronics, less the corporation’s expenses 
associated with the privatization. 

Thus, while the corporation has title to the shares of Nor- 
dion and Theratronics and executive management control 
over their operations prior to their privatization, the corpor- 
ation did not acquire the normal risks and benefits 
associated with share ownership. Accordingly, the corpor- 
ation has recorded its investment in Nordion and 
Theratronics at a deemed cost represented by the net book 
values of those companies at December 31, 1988, with an 
off-setting non-interest bearing note payable to AECL, and 
has not recognized any income or loss on these investments. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


6. Other investments 8. Long-term debt 


Carrying Carrying Eldorado 

alas re) 2 Ae Loan due 1989-1992 at 5.0% 

be atk Acquisi- “s Disposi- pope (1.4 billion Japanese yen) ... bette eee nets eres 13,359 

1987 non income tion 1988 Euronotes due 1989 to be set semi-annually 
at LIBOR=rate (S100/millaonwWESa)ieaete sete oer eres 119,270 

Gamecog)..4 plan. 3 522,786 6,716 529,502 Notes:duie 1990'a.9:1 2507 a aeetet da otis. 6 odes 10,093 
Vanity a nccemeert. ©: 26,348 (33209) 235139 Loan due 1991 at 4.75% 
Massey-Combines . . 1 (1) (O5:million:Swissstrancs) eee eee eieerey ieee 75,459 

26,349 522,786 6,716 (3,210) 552,641 Loan due 1992 at 15.875% 

($4.4. Joi Lior UES a eaeecror perce te excuse cons, svauenenepeheneneoters 53,256 
} Notes due 1992 at 14.5% 
Investment in Cameco (HLO0 mittion Coe eeeney. utero 119,270 
In connection with the sale of Eldorado’s assets to Cameco, Bonds due 1992 at 5.25% 

Eldorado took back as part of its consideration 3,850,000 com- (9 billion Japanese yen), with 
mon shares in Cameco, representing a 38.5% ownership 10% of principal due in each of 
interest. An amount of $522,786, reflecting the value agreed by years: 19892199 Toke ceria we claw ttone et ns cee eee 85,878 
the parties as the fair value of the assets disposed by Eldorado Suibeoeal’ SSS LARRY A 41) ro aM tart 476,585 
was assigned to the Cameco shares (Note 5 (a)). The parties ess 
intend to dispose of the shares in stages over the next seven Current portion of long-term debt 
years. The ultimate recovery of this carrying value of the shares Histedvabove Ertan. Ge Geckias < ov ssc< Teen A 132,629 
will depend on the outcome of the future dispositions of these Deferred loss on foreign exchange ........+.:s-sse++e: 25,355 
shares. Total’: 5 5.5 es citroen teen et irc, t cre, s.'axs. stesay drab Re ete Penne ARO 


It was determined that, at the date of acquiring the Cameco 
shares, Eldorado’s equity interest in the underlying net book 
value of Cameco’s assets was $316,747 while $522,786 was 
assigned as the agreed value of the shares. The excess amount 


318,601 | 


Long-term debt payments due in each of the next four calen- 
dar years are: 


was determined to be attributable to various producing and LORD) AEM & PMR en RCN acy et tect oee ssi htedater erage ole eae 132,629 
non-producing properties. This amount is being amortized 19903 , 2 LPS Re Ae eas fe 2 ei el da (I ee ae 23,452 
using the straight-line method over the estimated economic life 199] ee ee a ee 88,817 

1992 At SAMAR os baie, watered ron me trois ete 231,687 


of the various properties, when in production. The amortization 
of the excess amount amounting to $3,609 in 1988 is being 
deducted in arriving at the investment income or loss from 
Cameco. 


. Canadair technology rights 


Interest on Eldorado’s long-term debt for the three months 
ended December 31, 1988 amounted to $12,819; and interest on 
short-term debt for the same period amounted to $6,127. 


Effective December 22, 1986, the corporation entered into an 9. Accumulated deficit 
exclusive agreement, for a term of twenty-one years, with Ca- Effective as of December 31, 1988, the corporation’s share- 
nadair Limited with respect to the use of the Challenger holder approved the elimination of the December 31, 1988 
technology, in return for which the corporation was to receive deficit by a reduction of contributed surplus. 
specified royalties. 

Under the terms of the agreement the corporation elected to 10. Commitments and contingencies 


receive during 1988 an aggregate amount of $20,000 less roy- 
alties received at the time of election as consideration for 
termination of the royalty. 


(a) On January 31, 1986, the corporation sold its investment 
in de Havilland to The Boeing Company ("Boeing"). The 
corporation and the Government have agreed to indemnify 
Boeing and de Havilland for certain contingent liabilities 
and other expenditures which may be incurred by Boeing 
and de Havilland over a maximum of fifteen years after 
closing. 

These contingent liabilities include the following: 


(i) A portion of de Havilland’s product liability insurance 
premiums; 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


(b) 


(c) 


(d) 


(e) 


(ii) Certain suppliers’ claims which may be asserted against 
de Havilland for production slow-down or termination 
and potential claims against de Havilland pursuant to 
product financing agreements up to a maximum of 
$60,000; and 


(iii) Claims related to possible losses caused by health ha- 
zards to workers at the de Havilland factory. 


Provisions for the contingent liabilities are reflected in 
these financial statements to the extent that reasonable 
estimates can be made. Further provisions will be recog- 
nized as appropriate in future years when reasonable 
estimates can be made as to the likely amount, if any, which 
will ultimately be paid pursuant to the indemnities. 


On December 23, 1986, the corporation sold its investment 
in Canadair Limited to Bombardier-Canadair Inc. The cor- 
poration and the Government have agreed to indemnify 
Bombardier-Canadair Inc. and Canadair Limited for cer- 
tain contingent liabilities and other expenditures which 
may be incurred by Bombardier-Canadair Inc. and Cana- 
dair Limited over a maximum of five years from December 
23, 1986, and for specified product related claims for 
fifteen years for which insurance coverage is unavailable 
or economically impracticable to obtain. Reasonable esti- 
mates of the effects, if any, of such indemnities cannot be 
made at this time. Such amounts will be recognized in 
future years, as appropriate, when reasonable estimates 
can be made as to the likely amount, if any, which will 
ultimately be paid pursuant to the indemnities. 


Under the terms of the agreement to transfer assets from 
Eldorado to Cameco, Eldorado and Cameco agreed on a 
formula for sharing any future joint costs, excluding nor- 
mal operating costs, related to certain specified existing 
wastes accumulated by Eldorado to October 5, 1988, the 
date of transfer of assets. Cameco assumed liability for the 
first $2,000 of joint costs. The next $98,000 in joint costs 
will be shared 23/98ths by Cameco, 75/98ths by Eldorado. 
Eldorado assumed liability for joint costs in excess of 
$100,000. 


In connection with its previous operations, Eldorado is the 
defendant in certain litigation. While the amount of any 
ultimate liability cannot yet be determined, Eldorado, after 
discussion with legal counsel, is of the opinion that there 
will be no material adverse effect on its financial position. 


Pursuant to a directive received from the Government, the 
Board of Directors is negotiating to acquire a controlling 
interest in a Canadian company. 


Il. 
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Corporate expenses (income), net 


1988 1987 
Interest earned on short-term 
investments and notes receivable ...... . (692) (3,573) 
Otherincomeksi cess. ee eee eee : (69) (96) 
(761) (3,669) 
Corporate and divestiture 
CAUSES: odoogonsGeocoopoandoonngon. ¢ 5,319 7a] 238) 
4,558 (934) 
Recovery of divestiture expenses 
incurred in prior years ............... : (4,432) (2,089) 
Net operating expenses (income)......... ; 126 (3,023) 


. Income tax 


As at December 31, 1988, Cartierville Financial has tax 
losses of $268,500 available to reduce taxable income, expiring 
as follows: 


1990) sc szerpitersmetacyacee 8 GS go's sete Sis apeeele efoto eee cies bateeues 176,500 
LOOT Pere aegeecasvigoan. 2 is:sieho/cie\o.6. 01 s%eLe leva ener ous tenanovosereeeatones cae is 92,000 
268,500 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 1 
NORDION INTERNATIONAL INC. 
AUDITORS’ REPORT 


We have examined the balance sheet of Nordion International 
Inc., as at December 31, 1988 and the statements of income, re- 
tained earnings and changes in financial position for the nine month 
period then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Company, as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the nine month period then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding period. 


We further report that, in our opinion, the transactions of the 
Corporation that have come to our notice in the course of our 
examination of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the charter and by-laws of the 
Corporation and any directives given to the Corporation. 


Peat Marwick 


Chartered Accountants 
Ottawa, Canada 


January 31, 1989 


BALANCE SHEET DECEMBER 31, 1988 
(with comparative information for March 31, 1988) 
(in thousands of dollars) 


December 31 March 31 


ASSETS 1988 1988 
Current assets 
Cash and short-term investments ............ 5,179 1] 
AccountSireceivVableleer erat awe tee oka 17,674 16,618 
Inventory (Noter4) pees. icc sarees rerio 40,786 42,102 
63,639 58,731 
Plantiandipropertys (Noted) ® sera. aetna 36,936 37,901 
Deferredicharges (Note) sens. ciete sacri 26,284 24,603 
126,859 121,235 


LIABILITIES AND SHAREHOLDER’S EQUITY 


Current liabilities 
Accounts payable and accrued 
liabilities; og. Jerse tacts wslease aye © A 
Deferred reventicnnnaee erect ciate ake ; 


Employee termination benefits .............. : 
Loans payable((Notew)) ite qa eteleaeta te) tattle a) : 


Total liabilities: ews sycrays cetene che evans otek o ois lclistereys 
SHAREHOLDER’S EQUITY 
Capital stocks(Notesl)rerrcatr erie sie ckexs ori s\ete.s 4 


Retained earnings, per accompanying 
Statement: Gio mstmretarians aie wie weiss ic er 3 


December 31 March 31 
1988 1988 
11,502 6,609 
4,274 4,819 
15,776 11,428 
3,135 IATA, 
1,011 1355 
19,922 15,560 
96,310 
10,627 105,675 
106,937 105,675 
126,859 121,235 


See accompanying notes to financial statements. 


On behalf of the Board: 
W. R. TESCHKE 
Director 

W. P. O’NEIL 

Director 
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APPENDIX 1—Continued 
NORDION INTERNATIONAL INC. —Continued 


STATEMENT OF INCOME 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 

(with comparative information for the year ended March 31, 1988) 
(in thousands of dollars) 


December 31 = March 31 
: 1988 1988 
(SALES. 60 UR Dost pacts cee arene on rao oN Ho" 74,401 91,387 
Kostiol poodsisold@e eur. s stn ee 48,231 55,561 
SLOSS/NIAN GIN Miter ae oe inxs Sicis eile, ste Gletsteenses 26,170 35,826 
Operating expenses 
| Sellingcandimanketin Seems riers 4,837 5,834 
Eroduct deVclopment -a...1- .-ciaoteei rote 1,344 2,448 
| PNG INI StratlON vis: ccuagcrske «|, 0° s4cke si IS Eas 6,147 7,697 
| 12,328 15,979 
| Operatin gANCOME A aenwarccrs: are orecveleieensterenes es 13,842 19,847 
PRENCE INCOMES C55 Scien oss cise OR mes vhs 1,854 1,004 
| INGHincome(NOle:S) sce. ce eerie es ss 15,696 20,851 


See accompanying notes to financial statements. 


STATEMENT OF RETAINED EARNINGS 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 

(with comparative information for the year ended March 31, 1988) 
(in thousands of dollars) 


December 31 March 31 
1988 1988 

AECL investment, beginning of 

DeMiOdmrrer at eee mieh cicieicetcesiiuiige cee ees 105,675 94,148 
NELINCOMes Olathe Perl OGmryevener avast: eaeate ss 15,696 20,851 
Cash balances transferred to AECL ............ (14,434) (9,324) 
Capitalization, July 1, 1988 (Note 1) ........... (96,310) 
Retained earnings, end of 

PeLIOd: gamer tether tick parcfe. fojee Mevests Quid acts 10,627 105,675 


See accompanying notes to financial statements. 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 

(with comparative information for the year ended March 31, 1988) 
(in thousands of dollars) 


December 31 =March 31 
1988 1988 
Cash from operations 
Net InCOME ie arteries cre oar snans avsenoperet tone ceraine : 15,696 20,851 
Depreciation and amortization ............. : 3,731 6,015 
19,427 26,866 
Decrease (increase) in operating 
working capital ey scr ae.0 eo celeeireinee P 4,608 (15,165) 
Othereeerteemes eaves statics ames F 358 510 
Cashifromloperationsseric. sere ieee ees ; 24,393 12,211 
Cash used in investing 
activities 
Rlantand |property 7s... 1 iecicnit tye aro oehs ‘ 153557 eS 
Deferredicharcesta eerie eerie : 3,090 606 
Cashtinvested asec. cieste ments. ornare cee 2 4,447 2,361 
Cash used in financing 
activities 
Repayment of loans payable .............. ‘ 344 523 
Increase in cash before transfers 
TOA Cie cia rica ia erserr is aele shat teiaia sy ators j 19,602 9,327 
Cash balances transferred to AECL ............ ‘ 14,434 9,324 
Increase in cash during the 
POLIO igor craven ttexsrehenousic etensicrais a serstse ante se : 5,168 3 
Cash; beginnins.of periodiya, eres e crs , 11 8 


Cash and short-term investments, 
end of penod ye) facet cae sere tee coke ; Sly 11 


See accompanying notes to financial statements. 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 
(All dollar amounts are stated in thousands) 


Nordion International Inc. is incorporated under the Canada 
Business Corporations Act and is subject to the Financial Ad- 
ministration Act and the Government Companies Operations 
Act. 


1. Privatization 


On March 4, 1988, the Minister of State for Privatization 
announced the Government’s intention to sell the Radiochemi- 
cal Company ("RCC"), a division of Atomic Energy of Canada 
Limited ("AECL") to the private sector. As part of this process 
Nordion International Inc. (the "Company") was incorporated 
as a wholly-owned subsidiary of AECL and the assets and 
liabilities of RCC were transferred to the Company in exchange 
for 100,000 common shares. Since the transaction occurred 
between companies under common control, a value of $96,310 
was assigned to capital stock for accounting purposes repre- 
senting the net book value of RCC assets and liabilities 
acquired. The authorized capital stock of the Company is com- 
prised of an unlimited number of no par value common shares. 
The effective date of these transactions was July 1, 1988. All 
of the outstanding common shares were sold to Canada Devel- 
opment Investment Corporation ("CDIC") effective September 
30, 1988. 

No assessment of the potential impact of privatization has 
been made or reflected in these financial statements. 


62 


PUBLIC ACCOUNTS, 1988-89 | 


CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 1—Continued 
NORDION INTERNATIONAL INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


2 


WwW 


Basis of preparation 


These financial statements present the assets and liabilities 
as at the Company’s year-end of December 31, 1988 and the 
combined revenues and expenses of the Company for the six 
month period ended December 31, 1988 and its predecessor, 
RCC, for the three month period ended June 30, 1988. 


. Accounting policies 


Significant accounting policies are summarized below. 


Plant and property 


Plant and property is recorded at cost and depreciated on a 
straight-line basis over the estimated useful life of the under- 
lying assets, as follows: 


25 to 30 years 
3 to 10 years 


Buildings and site services 
Other plant and equipment 


Decommissioning and waste disposal costs 


Future decommissioning costs of nuclear facilities and waste 
disposal costs cannot be quantified at this time due to uncer- 
tainty as to their exact nature and timing. Accordingly, the 
Company expenses these costs when incurred. 


Inventory 


Inventory is valued at the lower of average cost and replace- 
ment cost. Decay of radioactive inventory is expensed as it 
occurs. 

Cobalt-60 inventory is recorded on discharge from reactors. 
In certain contractual circumstances the Company records ad- 
vance payments as in-reactor inventory. 


Foreign currency translation 


Transactions denominated in a foreign currency are trans- 
lated into Canadian dollars at exchange rates in effect on the 
transaction date. Foreign currency monetary assets and lia- 
bilities are translated at rates in effect at the balance sheet date. 
Exchange gains and losses arising from these translations are 
included in other income. 


Deferred charges 


Costs of modifications to production facilities owned by 
others to permit isotope production are deferred and amortized 
over the minimum contractual production period. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. The Com- 
pany’s contributions to the plan are limited to matching the 
employees’ contributions on account of current service. These 
payments are charged to income on acurrent basis and represent 
the total pension obligations of the Company. 


Employee termination benefits 


Employees are entitled to specific termination benefits 
defined under collective agreements and conditions of employ- 
ment. These benefits are recorded on the basis of actuarial 
assumptions as to future events. 


Warranty provision 

A provision is recorded for estimated warranty costs at the 
time of product sale. 
Revenue recognition 


Revenue is recognized at the time of shipment of goods to the 
customer, with the exception of major equipment sales, where 
a portion of revenue is deferred pending installation at the 
customer’s premises. 


. Inventory 
December 31 = March 31 
1988 1988 
Raw materials and supplies ............. : 24,330 15,593 
In-reactor InVentory) yeti ieicielsee ; 10,714 21,675 
Work-in-processig: 2. contol icleine s crcve © + : 1,128 2,305 
Finished" goods ae = seermistetinicts acre 51% : 4,614 2529 
40,786 42,102 
. Plant and property 
Accu- Net Net a 
mulated December 3! March 31 
Cost depreciation 1988 1988 | 
Land: 05.1 BORd. 2 aaa 130 130 180 
Site | 
SCIVICES =e Se eee 1,015 637 378 408 | 
Buildings’ 2.4.0: : 32,846 7,976 24,870 25,391 
Machinery and | 
equipmenGimnn. i eet 18,765 7,207 11,558 11,922 


52,756 15,820 


36,936 37,901 | 


. Deferred charges 


Net Net } 

December 31 March 31 | 

Cost Amortization 1988 1988 

Reactors vance ee: 24,653 4,489 20,164 21,196 | 

Cyclotron eeeepeee eer 3,625 1,333 2,292 2,503 jf 

Other: 2.aataceeneeeeeee 3,904 76 3,828 904 | 
32,182 5,898 26,284 


24,603 | 


. Related party transactions 


The loans payable are due to AECL and bear interest at rates 
from 6 11/16% to 7 5/8% with final payments due prior to Sep- | 
tember 1992. Principal repayments on these loans are as 
follows: 


$ 

ORM man acs a0 4a 0 OOOO MO OGUrOnAer nae e pad ais. 16 243 
1990 ices S Seppe eo oon cs; Shereisn sicher s aa ens isis Cessna as) neopets 262 
LOO oteecinasene cee ears viele. sista ssikar sachs /ehoac amen ES 281 
es PA EES ano cle GOI era RICO REARS MCE SIRE ain eee 225 
1,011 


Interest paid totalled $64 during the period (March 31, 
1988—$117). | 

AECL and Theratronics International Inc., a corporation con- — 
trolled by CDIC, provide the Company with manufactured 
products and processed raw materials. Total purchases of goods | 
and services in the period totalled $11,164 (March 31, 1988— 
$16,074). At December 31, 1988, $1,568 of this was included | 
in Accounts Payable. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 1—Concluded 
NORDION INTERNATIONAL INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


8. 


Income taxes 


Initially the Company, as a division and then a subsidiary of 
AECL, was exempt from income taxes. However, as a wholly- 
owned subsidiary of CDIC, this exemption does not apply and 
the Company became subject to federal income taxes effective 
September 30, 1988. As a wholly-owned subsidiary of a Federal 
Crown Corporation, the Company is not subject to provincial 
income taxes. 

The Company’s expected income tax rate is the net Federal 
statutory rate of 28% less the applicable manufacturing and 
processing deduction of 2%. The 1988 effective tax rate is zero 
due to the utilization of the currently deductible portion of the 
permanent differences related to the assets of the Company at 
the date it became subject to income taxes. 


. Commitments and contractual obligations 
Minimum lease payments in accordance with operating lease 

commitments are as follows: 
$ 
SO) MeepetonetoretarokefereWshey ats «ered aie A asia, suswosenalieiovat susroreneiaxce orenscs ; 700 
LOO OM SEER S coi eveth dic cisreeb a so aes she ais's easton eo , 200 
OO eS eee ho ho Gate On Ce trey er en nee nena ear : 200 
10 DRM eee eaten ere teehee sl ciaiafavciaye ais cnele i oosseie er : 100 
OE 0 eoaladts ee ormiidig-0 Go Ge ca Ie NDC eR RIEy OCR oe RE REE ocie 5 100 
IDRECIOR G cio Goo DOA EG CAO eD DOO AGRE Once rooms : 1,200 
2,500 


The Company has commitments to purchase cobalt 60 pro- 
duced in nuclear generating stations for various periods to the 
year 2003. Annual payments are expected to approximate 
$30,000 per year in each of the next five years. 

The Company is committed to AECL to make capital con- 
tributions for isotope production facilities in the amount of 
$16,600 to 1991. 


. Sales agents’ remuneration 


During the period, the Company paid sales commissions to- 
talling $701 to the following agents: Bio Nuclear Diagnostica 
Industria E. Comercio Ltda. (Brazil); Eastronics Limited (Is- 
rael); Gammaster BV (Netherlands); General Machinery 
Company Ltda. (Chile); International de Energia Nuclear (Mex- 
ico); Jacobson Van Den Berg (Hong Kong) Ltd. (Hong Kong); 
Rashid Trading Corporation Ltd. (Bangladesh); Kostas Karay- 
annis SA (Greece); Marubeni Corporation (Japan); 
Radiotherapy & Medical Systems Pty. Ltd. (Australia); Societa 
Lombarda Di Televisione srl (Italy); Spring Port Taiwan 
Limited (Taiwan) and Tamathe srl (Argentina). 


. Comparative information 


Certain comparative information has been reclassified to con- 
form with the current period’s presentation. 
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THERATRONICS INTERNATIONAL LIMITED 
AUDITORS’ REPORT 


We have examined the balance sheet of Theratronics Interna- 
tional Limited, as at December 31, 1988 and the statements of 
income, retained earnings and changes in financial position for the 
nine month period then ended. Our examination was made in ac- 
cordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Company, as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the nine month period then ended in accordance with generally 
accepted accounting principles. 


We did not examine the statements of income, retained earnings 
and changes in financial position for the nine month period ended 
December 31, 1987 and the year ended March 31, 1988, and accord- 
ingly, we do not express an opinion on them. 


We further report that, in our opinion, the transactions of the 
Corporation that have come to our notice in the course of our 
examination of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the charter and by-laws of the 
Corporation and any directives given to the Corporation. 


Peat Marwick 


Chartered Accountants 
Ottawa, Canada 


February 3, 1989 


BALANCE SHEET DECEMBER 31, 1988 
(with comparative figures for March 31, 1988) 
(in thousands of dollars) 


December 31 March 31 December 31 March 31 
ASSETS 1988 1988 LIABILITIES AND SHAREHOLDER’S EQUITY 1988 1988 
Current assets Current liabilities 
Cash iiss. sgstase kerosene cisual er sna et shes evs oa) eich sya aneseie 1,687 | Accounts payable and accrued 
Accounts receivable (net of allowance Ha bilities c- seetvceteiccaeetencte covets oa oustn axe ; 7,259 9,468 
of $392; March 31, 1988— $333) ......... 6,137 4,431 Deferred revenlrrascrive.cces merece rere aie : 1,809 1,677 
Inventoriesi(Note: 4) ararcniaras aereraiereioeierete 11,061 11,774 Demand loani(Note:6) eee oes crea ‘ 400 
Prepaid ©xpenses teraction siete era adele reeisverte 387 638 Employee termination benefits .............. . 1,870 1,690 
19,272 16,844 Total habilitiesiecrsorcscteasiio te «a state tote cies ese 11,338 12,835 
Plant.and property i(Note!5)) ay... mieisioclle -otelel- 1,716 1,622 


SHAREHOLDER’S EQUITY 


Capital stocks (NOteul)) i. crac sv csscisnes fietcscesvaore ; 9,588 
Retained earnings, per accompanying 
Stale Men Crrppseaste cesta ca uayareretenersienererere : 62 5,631 
9,650 5,631 
20,988 18,466 20,988 18,466 


See accompanying notes to financial statements. 
On behalf of the Board: 

W. R. TESCHKE 

Director 

H.M.F. WARLAND 

Director 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 2—Continued 
THERATRONICS INTERNATIONAL LIMITED—Continued 


STATEMENT OF INCOME 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 
(with comparative figures for the nine month period ended 
December 31, 1987 and the year ended March 31, 1988) 
(in thousands of dollars) 


December 31 March 31 
December 31 1987 1988 
1988 (Unaudited) (Unaudited) 
CIES rele ad comarca eer apts 32,819 29,663 41,441 
Cost ot-coodsisOld\e toc. <1 cel: 23,043 19,563 27,971 
Operating margin! wi. 2s. sas ee sree 9,776 10,100 13,470 
Operating expenses 
Marketing? 232 teen. Bocce 3,891 4,126 5,546 
Administration. 2... ....... 200% 2,748 3,073 4,208 
Product support and 
development... merece 1,926 1,390 1,899 
8,565 8,589 11,653 
@perating income verte 1,211 1,511 1,817 
riVatiZalion COSIS: er eierdese ere ee ckeh 301 
Accelerator products support 
(Notes9)tae i. cap ied. pte ie cicteie).t els 484 5,281 8,611 
Net income (loss) (Note 7) ........ 426 (3,770) (6,794) 


See accompanying notes to financial statements. 


STATEMENT OF RETAINED EARNINGS 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 
(with comparative figures for the year ended March 31, 1988) 
(in thousands of dollars) 


March 31 
December 31 1988 
1988 (Unaudited) 


AECL investment, beginning of 


POLIO Weecre aparey<rterefstehs ter skekoralSicie le: sscal<ispe 016m eras 5,631 15,487 
INGtINCOMEe! (LOSS) Ma. teetla tie aerate the co see ele 426 (6,794) 
AECL investment during the 

PELLOGUE ATS A Ak. y MEIE NIE Ae Ce eee RP atanadeneeohans 3,593 (3,062) 


Capitalization, July 1, 1988 (Note 1) ........... (9,588) 


Retained earnings, end of 
POLIO eee arate c eto cass eisiaceracithocsietare ascitiens erse ae 62 5,631 


See accompanying notes to financial statements. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 

NINE MONTH PERIOD ENDED DECEMBER 31, 1988 

(with comparative information for the year ended March 31, 1988) 
(in thousands of dollars) 


March 31 
December 31 1988 
1988 (Unaudited) 


Operating activities 


Operating income trait emte tere cies : ed Eh 1,817 
Accelerator products support .............. : (484) (8,611) 
Privatizationicosts\2). Accra teirete tle pastors err : (301) 
Depreciation and amortization ............. : 336 461 
Gain on disposal of assets ................ ; (45) 
717 (6,333) 

(Increase) decrease in operating 

working ‘capitale.c.2. csc. ace aero bee : (2,639) 7,126 
Cash (used by) provided by operating 

ACUVILIES: eine ei ree eee é (1,922) 793 

Investing activities 

Acquisition of plant and property .......... : (527) (733) 
Proceeds from the disposal of 

plant and'propent¥aemrry. eet er ere : 142 


Cash used in investing 
ACTIVITIES uae pire Potaey.cbaratas Perpretokavnat: oie ; (385) (733) 
Financing activities 
Proceeds from demand 
LOAN A esocta Severs telecast ecru es : 400 
Repaymentiofjloani ae ea cic eres: ; (60) 


Cash provided from (applied to) 
financingyactivitiesioc are. rte ee : 400 (60) 
(Decrease) in cash before 
AECL investment during the 


PERIO Sesa8 seareh dene ee shekerslsiatsls tatteesiS che es Svat s a a2s : (1,907) 
AECL investment during the 
POTtOd carrey sere ote epee cuss coe auets erat ons chstetetsl A 3,593 
Increase in cash during the 
PEriOd ais eae ortho ie Seldhie ailsrawighh seeks ; 1,686 
Cash} beginning (of period! =...) «ici e os) : 1 l 
GCashtendlofiperiod terete rt ae tier : 1,687 1 


See accompanying notes to financial statements. 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Continued 


APPENDIX 2—Continued 
THERATRONICS INTERNATIONAL LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 
(All dollar amounts are stated in thousands) 


Theratronics International Limited is incorporated under the 
Canada Business Corporations Act and is subject to the Finan- 
cial Administration Act and the Government Companies 
Operations Act. The primary business of Theratronics is the 
manufacture, sales and service of radiotherapy and related 
equipment and services to hospitals and medical institutions 
around the world. 


1. Privatization 


On March 4, 1988, the Minister of State for Privatization 
announced the Government’s intention to sell the Medical Pro- 
ducts Division ("MPD"), a division of Atomic Energy of 
Canada Limited ("AECL") to the private sector. As part of this 
process Theratronics International Limited (the "Company") 
was incorporated as a wholly-owned subsidiary of AECL and 
the assets and liabilities of MPD were transferred to the Com- 
pany in exchange for 10,000 common shares. Since the 
transaction occurred between companies under common con- 
trol, a value of $9,588 was assigned to capital stock for 
accounting purposes representing the net book value of MPD 
assets and liabilities acquired. The authorized capital stock of 
the Company is comprised of an unlimited number of no par 
value common shares. The effective date of these transactions 
was July 1, 1988. All of the outstanding common shares were 
transferred to Canada Development Investment Corporation 
("CDIC") effective September 30, 1988. 

No assessment of the potential impact of privatization has 
been made or reflected in these financial statements. 


2. Basis of preparation 


These financial statements present the assets and liabilities 
as at the Company’s period-end of December 31, 1988 and the 
combined revenues and expenses of the Company for the six 
month period ended December 31, 1988 and its predecessor, 
MPD, for the three month period ended June 30, 1988. 


3. Accounting policies 
Significant accounting policies are summarized below. 
Plant and property 


Plant and property is recorded at cost and depreciated on a 
straight-line basis over the estimated useful life of the under- 
lying assets, as follows: 


Site services 15 years 
Building 25 to 30 years 
Machinery and equipment 3 to 10 years 
Inventories 


Work-in-process and finished goods inventories are valued at 
the lower of cost and estimated net realizable value. Raw ma- 
terial, service inventory, and accelerator product parts are 
valued at the lower of cost and replacement cost. Cost is deter- 
mined on a first-in first-out basis and includes material, labour 
and manufacturing overhead where applicable. 


Foreign currency translation 


Transactions denominated in a foreign currency are trans- 
lated into Canadian dollars at exchange rates in effect on the 
transaction date. Foreign currency monetary assets and lia- 
bilities are translated at rates in effect at the balance sheet date. 
Exchange gains and losses arising from these translations are 
included in the statement of income. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. The Com- 
pany’s contributions to the plan are limited to matching the 
employees’ contributions on account of current service. These 
payments are charged to income on a current basis and represent 
the total pension obligations of the Company. 


Employee termination benefits 


Employees are entitled to specific termination benefits 
defined under collective agreements and conditions of employ- 
ment. These benefits are recorded on the basis of actuarial 
assumptions as to future events. 


Warranty provision 

A provision is recorded for estimated warranty costs at the 
time of product sale. 
Revenue recognition 


Revenue from the sale of radiotherapy units and related 
equipment is recognized upon shipment. Revenue from field 
services is recognized at the time services are rendered. 
Revenue from service contracts is recognized on a straight-line 
basis over the term of the contract. 


. Inventories 
December 31 = March 31 
1988 1988 
Service 
INVENLOLY. acer suetetuteacnenveral siens: asechien sare: : 5,050 5,362 
Manufacturing 
Raw/matetial sa grey secrete niin) aarcane a 3,325 3,451 
Work-in-processmminarrisayer sileeaiercsierere : 1,780 2,416 
IntShed ig COG Swear erate ital aye or tetera : 906 545 
11,061 11,774 


The radiotherapy industry demands timely response to cus- 
tomer needs for product and warranty service. Accordingly, the 
service inventory is maintained by the Company to provide an 
adequate service level to worldwide customers based on the 
Company’s estimate of usage and the customers’ anticipated 
level of service requirements. 


. Plant and property 


Accu- Net Net 
mulated December 31 March 31 
Cost depreciation 1988 1988 
Ldn, cgetonun canis < nea ane. é 69 69 141 
Site 
SCLVICES Wrrarateae ars cose score 314 146 168 182 
Buildings can cts sree ae 3,149 3,065 84 
Machinery and 
CQUIPMCR Oceania aye 4,417 3,022 1,395 1,299 
7,949 6,233 1,716 1,622 
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CANADA DEVELOPMENT INVESTMENT CORPORATION—Concluded 


APPENDIX 2—Concluded 
THERATRONICS INTERNATIONAL LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


6. Related party transactions 9. Accelerator products support 


The demand loan is due to Cartierville Financial Corporation 
Inc. and bears an interest rate equal to the prime rate of a 
Canadian chartered bank. 

AECL and Nordion International Inc. ("Nordion"), a corpor- 
ation controlled by CDIC, provide the Company with services 
and cobalt sources. Total purchases of goods and services in the 
period totalled $2,737 (December 31, 1987—$3,541; March 31, 
1988—$4,927). At December 31, 1988, $515 of these purchases 
were included in Accounts Payable. 

The Company provides Nordion with manufactured products. 
Total sales of goods in the period totalled $4,495 (December 
31, 1987—$4,599; March 31, 1988—$7,850). At December 31, 
1988, $117 of these sales were included in Accounts Receiv- 
able. 

Accelerator product support provided by the Company on 
behalf of AECL during the period totalled $1,106. As at Decem- 
ber 31, 1988, $683 of this revenue was included in Accounts 
Receivable. 


. Income taxes 


Initially the Company, as a division and then a subsidiary of 
AECL, was exempt from income taxes. However, as a wholly- 
owned subsidiary of CDIC, this exemption does not apply and 
the Company became subject to federal income taxes effective 
September 30, 1988. As a wholly-owned subsidiary of a Federal 
Crown Corporation, the Company is not subject to provincial 
income taxes. 

The Company’s expected income tax rate is the net Federal 
statutory rate of 28% less the applicable manufacturing and 
processing deduction of 2%. The 1988 effective tax rate is zero 
due to the non-taxable income earned by the Company in the 
period April 1, 1988 to September 30, 1988 and the utilization 
of the currently deductible portion of the permanent differences 
related to the assets of the Company at the date it became 
subject to income taxes. 

The Company has loss carryforwards of approximately 
$1,100, the benefits of which have not been recorded in the 
accounts. 


. Commitments and contractual obligations 


Minimum lease payments in accordance with lease commit- 
ments are as follows: 


$ 

HOS Oe exegetc Nass e Pee saeuses a sicts a: cuthtee fe atcvaie aieinere reveicve le ara 286 
NOOO arrears ee ape) cvevecensiele eens SEP o sieratovransiate cuiele sire 243 
NEM ssi G GOR aoe ORO eee 6 OOS mc ODM Tomaomtie 167 
696 


The Company has a commitment to purchase cobalt 60 from 
AECL produced at its Chalk River nuclear laboratory to the 
year 2008. 


In 1985, the Company, as a division of AECL, announced the 
intention to discontinue the manufacture and sale of accelerator 
products. The Company entered into an agreement with AECL 
effective June 30, 1988 until the earlier of the privatization of 
the Company and March 31, 1990, or as limited by the Asset 
Purchase Agreement dated September 30, 1988 between AECL 
and the Company, with regard to contractual warranties and 
service obligations arising from accelerator products. 


Accelerator products include the Therac 6, the Therac 20 and 
the Therac 25. Product support to the existing users of the 
accelerator products will, where feasible, be done by the Com- 
pany on a commercial basis; all activities not covered under 
commercial arrangements are recoverable from AECL. These 
transactions are disclosed in the financial statements under the 
caption "accelerator products support". 

Service, service contracts and spare parts for the accelerator 
products will continue as part of the ongoing service business 
of the Company. 


. Sales agents’ remuneration 


During the nine month period ended December 31, 1988 the 
Company paid sales commissions totalling $657 to the follow- 
ing agents: Siemens A.G., Germany; Kostas Kanayannissa, 
Greece; Costa Rica Dental and Medical, Costa Rica; Medtel 
Pty. Limited, Australia; Novelact (Medical) Limited, Hong 
Kong; Equipo Pare Hospititales SA, Mexico; G.E. USA Elec- 
tromedicia SA, Spain; The Paramedic Corporation, The 
Philippines; General Machinery, Chile; IGE India, India; KAEF 
Company Ltd., Iran; Kamsol Suksol Electric Co., Thailand; 
Tecnologia EM Radiocoa Ltda., Brazil; Sabbagh Wholesale 
Druggist, Jordan; Gemed Sistemas Medicos, Venezuela; Tareq 
Company, Kuwait; Tamathe SRL, Argentina; Springport Tai- 
wan Ltd., Taiwan; Zelin PTV Limited, Pakistan; Promed 
Internacional SA, Panama; Korea General Trading Co., Korea; 
Watsons & Sons (E.M.) Limited, Nigeria; Radiotherapy-Medi- 
cal Supply, Australia; M.L. Sethi, India. 


. Comparative figures 


Certain comparative figures have been reclassified to con- 
form with the current period’s presentation. 
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SUMMARY PAGE 
CANADA HARBOUR PLACE CORPORATION 


MANDATE 
Administer properties at Canada Place in Vancouver, originally constructed as the Canadian pavilion at Expo 86. 
BACKGROUND 


The Corporation was incorporated in 1982 to design, construct and manage a facility called Canada Place, built by the 
federal government as its contribution to Expo 86. The facility includes a cruise ship terminal, a hotel, an office complex, | 
a convention centre (formerly the location of the Canadian pavilion at Expo 86) leased to the Province of British | 
Columbia, a parking lot, and various commercial and public use areas. The government is reviewing the continued 
responsibilities of the corporation. 


CORPORATION DATA 


HEAD OFFICE Suite 690 
999 Canada Place 
Vancouver, British Columbia 
V6C 3Cl 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1982; by letters patent (no. 132316) under the Canada Business 
INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Thomas G. Rust 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 
At the end of the period 
TOUIRAGSCES ic 54 ogo ke he wos, soe ese RAI PRR Oka tes 69.3 710s 86.0* 145.2 
Obligationsitotthe private sector <..... 2-749 Se. nil nil nil nil 
Obligations to'Canada, -..s cs tn teeta oaks ee anes a wei nil nil nil nil 
FCUtVOL: Canad ae oe ee ea eae ae Sh at 68.9 70.6 80.3 132.7 @ 
Cash from Canada in the period 
—sibudgetary: Siena. aie). SORA RL Rare Bae t, BI, 6 s nil 2.0 13.6 yaks 
se ON-DUCPCLAL VE ec. cie ys cn ste es ae ant ae eee eee nil nil nil nil 


* Amounts relating to construction of the Canada Pavilion at Expo 86 which were capitalized previously were expensed | 
as: in 1986-87, $43.7 million and in 1987-88, $9.4 million. | 
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AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canada Harbour Place 
Corporation as at March 31, 1989 and the statements of operations, 
equity of Canada and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
ces. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Raymond M. Dubois, F.C.A. 


for the Auditor General of Canada 
Ottawa, Canada 


May 19, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 
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ASSETS 1989 1988 


Cash and short-term investments .............. 838 427 
EXCCOUMESITECELVADIC™ merry eiecamntetcie soeniete ene 455 750 
mixed: assets (NOES) Gee cee ae ee eee 68,046 69,870 


69,339 71,047 


LIABILITIES AND EQUITY OF CANADA 


ACCOUNES|PAay.ADleaeqerarstetetckeastotepes tayethanctorere els : 
Equity‘of@anadal aha katie cane cero : 


1989 


1988 


392 
68,947 


387 
70,660 


69,339 


71,047 


Approved by the Board: 
T. RUST 
Director 


J. H. GREEN 
Director 
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CANADA HARBOUR PLACE CORPORATION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Canada Place 
Revenues 
Operating/utilities 
recoveries (Note:4 ie nese srriecnte os ce es 3,297 2,982 
Lease revenues 
Parking tre weet etre ters lecctie ere ote 1,257 1,103 
Theatres ver ocak ers coke rect o.s 343 184 
Restaurant yee ystacs oe cies cece bjs stead 87 73 
Tenant administration fee ................ 135 1 
Marketing sorec sees eet ks sees e cases ens 93 
Interest ates e i weeias oes cits shedeeniaeeys of 57 327 
Miscellaneousirrerccrienirieieis ororskerrer sitions 16 10 
5,285 4,790 
Expenses 
Operations 
Wtilities Gece wiolerer cele « eyeeste erences ovetorera eX 1,398 1,373 
Gommonjacilitiesmereremeee ncn eri 1,042 652 
Gentraliplant’.2.(5c.cs esate ec arete cieterete 44) 343 
Tenants work requestsie jactee ete eet etsre 284 227 
ERSULANCE whole a ay orscete suetateneket stu lsyauey eval ishens 220 253 
Sharedlareasvepirrracte rest teieiotherrotee 160 211 
3,545 3,059 
Administration and public 
relationsi(Note'S)iecerennchtsseeicees 1,528 1,365 
Depreciation Prism errata iete wn: suskerslicnsss 1,958 1,952 
7,031 6,376 
Netoperalingexpensesn cme trices eericeis 1,746 1,586 
Canada) Pavilionireventiesy- ret misietcrsere rerio ieee 33 315 
Net expenses before extraordinary 
DEMS recreres srs eset oer e etisetthn or atecupei Spepenareh craters 1,713 1,271 
Extraordinary items.(Note/6) ...... pets eel oh ae 10,369 
Neticostofioperationsianmrrtoaiel te tistier terete 1,713 11,640 
STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 
1989 1988 
Capital StOCK savira a aisveve ayoiel ain ciara mreseielsioueesiero nee 
Contributed capital 
Balance at beginning of year................ 70,660 80,300 
Parliamentary appropriations 
receivediduring:the-year! <. 3-.).ctenicc se «a « 2,000 
70,660 82,300 
Neticost Ob OPerAHONS act b cla nie iciale wins eieletaictare 1,713 11,640 
Balancejat end, of year 6 iy. seiers ye, sie wefan ss sss 68,947 70,660 


1989 1988 
Cash provided by (used for) 
operations 
Neticostiof operations {2y-cemer cpa tsa : (1,713) (11,640) 
Items not requiring cash 
Depreciation sae ants sera aay tro oi ‘ 1,958 1,952 
Transfer of access roads to 
City of Vancouver crete sire ee 5 9,369 
Changes in other components 
of working capitallin.;a.e meer ae : 300 (3,096) 
545 (3,415) 
Cash provided by financing 
activities 
Parliamentary appropriations 
from‘Ganada?.! {een rate eon ae t 2,000 
Cash used for investing 
activities 
Additions toilixed assetsune eine ee . (134) (7,139) 
Increase (decrease) in cash 
during the ycarien cece eel cie sc 6 : 411 (8,554) 
Cash and short-term investments 
Beginningiof y cater ererr eee neers j 427 8,981 
End of year occa citamceene cease tiente sions : 838 427 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


ile 


Authority and objectives 


Canada Harbour Place Corporation was incorporated in 1982 | 
under the Canada Business Corporations Act. The Corporation | 


is an agent Crown Corporation and is included in Part I of 


Schedule III to the Financial Administration Act. The only three | 


shares issued are all held in right of Canada by the Minister of 
Transport. 


The objectives of the Corporation are to act as a developer | 


and acquire, administer and dispose of land, and manage real 


property for the Government of Canada in Vancouver, B.C. For | 
this purpose it designed and constructed a facility called Cana- | 


da Place which includes a cruise ship terminal, the Trade and 


Convention Centre, which was formerly the Canada Pavilion at | 


Expo 86, various commercial and public facilities, a parking lot 
and infrastructure for a hotel. 


In accordance with a lease agreement with the Province of ~ 
British Columbia, the Corporation transferred the administra- 


tion and maintenance of the Trade and Convention Centre in 
Canada Place including prefunction areas, meeting rooms and 
retail space, for a term of 20 years with renewal options for 
three successive similar terms. 


Pursuant to Treasury Board Minute TB81063 (March 23, 


1989) the Minister is to make a recommendation to the Gov- 
ernor in Council on the continued responsibilities of the 
Corporation no later than June 30, 1989. 


| 
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CANADA HARBOUR PLACE CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


2. Significant accounting policies 


These financial statements have been prepared by manage- 
ment in accordance with generally accepted accounting 
principles. The more significant accounting policies of the 
Corporation are as follows: 


Fixed assets and depreciation 


All expenditures, including those for acquisition, design, 
construction and administration for the permanent structures at 
Canada Place, were capitalized at the time the facility was fully 
developed. 

Depreciation is calculated on a straight-line basis based on 
the estimated useful lives of the assets. The building is depre- 
ciated over 40 years, while furniture, fixtures and equipment 
are depreciated over 20 years. 


Income taxes 


The Corporation is exempt from any liability for income 
taxes. 


Retirement plan 


The Corporation has agreed to make annual payments for 
long term employees to retirement plans of their choice. These 
benefits, which are recognized annually, range from 5% to 10% 
of the annual salary for each of these employees. 


Operations revenues and expenses 


Operations revenues and expenses relate to the management 
of Canada Place including the leasing of these facilities to 
various tenants. Central plant and utilities include electricity, 
natural gas, oil, labour and supplies used to supply power, 
water, air conditioning and heat for the facility. Other oper- 
ations expenses include salaries, insurance, security, and other 
iterns which are recoverable from the tenants. 


. Fixed assets 


1989 1988 
Accumulated 
Cost depreciation Net Net 
(in thousands of dollars) 
Bilding sense rie sae orys . 65,600 3,279 62,321 63,941 
Furniture, fixtures 

and equipment ...... 6,355 630 IPs 5,929 
71,955 3,909 68,046 69,870 


Title to that part of the bed of Vancouver harbour on which 
the facility is located was transferred to the Corporation from 
Vancouver Port Corporation for one dollar and has been so 
recorded in site purchase costs. 


. Operating / utilities recoveries 


Operating cost recoveries include amounts recovered from 
the Corporation’s tenants for operating expenses, central plant 
and utilities. During the year these costs exceeded the associ- 
ated recoveries by $248,000 (1988—$77,000). This is caused 
by the Corporation incurring expenses in areas for which it is 
solely responsible, and cannot charge to its tenants under the 
various leases and agreements. 
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5. Administration and public relations expenses 


1989 1988 
(in thousands of dollars) 
Advertising and promotion ............. : 650 609 
Salaries# 34, sped i he, 324 Saat Reh Ae , 285 255 
Imax projection system 
PCASEOacercyeew <ysvevote-secveus de reusns, ni agen trance ‘ 185 160 
Office mental pecereccisincre diveseastee vy cinatern eres ; 121 82 
Legal and 
professional cnt avec cclsace siete Reese’ «ties : 108 108 
Promenade/shops's'.t.... tana te eres : 55 31 
Repair and maintenance ................ : 49 37 
PLTAV ELE perry Marve crac est orcaere ease etete , 39 315) 
Gommiunications ys. j.5. 2a ee F 28 37 
Miscellaneous ..... WislioeNe /esuetacwlaie. stops colels : 8 1] 
1,528 1,365 


. Extraordinary items 


(a) Transfer of access roads to the City of Vancouver at a 
previously capitalized cost of $9.4 million. 


(b) The agreement with the Province of British Columbia on 
the administration and maintenance of the Trade and Con- 
vention Centre referred to in Note 1 included a $1 million 
payment comprising cash and equipment. 


. Lease commitments 


The Corporation has entered into a 20 year lease agreement 
with effect from 1987 for the Imax projection system with a 
minimum total payment of $3 million. The minimum annual 
lease payment for the years 1989/90 to 1993/94 will be 
$186,000. The agreement provides for annual escalation at the 
rate of the Consumer Price Index. 

The Corporation has a lease agreement for office accommo- 
dation aggregating $113,900 for the period April 1, 1989 to 
September 30, 1990. The agreement also calls for pro-rata share 
of operating costs estimated at $48,500 for the year ending 
March 31, 1990. 


. Contingencies 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1988, a group of tenants and former 
tenants named the Corporation, the B.C. Enterprise Corpora- 
tion, the B.C. Pavilion Corporation and a consultant as 
defendants in a lawsuit. The total amount claimed approxi- 
mated $800,000. No liability has been admitted and 
negotiations are continuing. No provision for possible settle- 
ment is included in these financial statements. Should costs 
arise as a result of this action they would be expensed in the 
year when the costs are incurred. 


. Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations. The Corporation enters into transactions 
with departments, agencies and Crown corporations in the nor- 
mal course of business. 
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SUMMARY PAGE 
CANADA LANDS COMPANY LIMITED 


MANDATE 


The Canada Lands Company Limited has the mandate to hold certain leases for two propertier in London, England and 
two properties on Indian reserves in Canada. It is also the shareholder in three subsidiary corporations. 


BACKGROUND 


Formerly the Public Works Land Company Limited, the corporation no longer has financial activities. It has three 
subsidiaries, Canada Lands Company (Mirabel) Limited, Canada Lands Company (Le Vieux-Port de Montréal) Limited 
and Canada Lands Company (Vieux-Port de Québec) Inc. 


CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Confederation Heights 
Riverside Drive 
Ottawa, Ontario 


K1A 0M2 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Elmer Mackay, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS OF 1956; by letters patent; reorganized under the Canada Corporations 
INCORPORATION Act, September 19, 1977. Certificate of Continuance under the 
Canada Business Corporations Act July 7, 1981. 
CHIEF EXECUTIVE OFFICER Robert Giroux 
AUDITOR The Auditor General of Canada 


FINANCIAL INFORMATION. 


The corporation’s financial year ends March 31. No value is assigned in its accounts to any of its assets; the accounts of 
its subsidiaries are reported separately and are not consolidated with those of this corporation since it is not likely to 
benefit from any increase in the equity of the subsidiaries. 
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CANADA LANDS COMPANY LIMITED 


AUDITOR’S REPORT 
TO THE MINISTER OF PUBLIC WORKS 


I have examined, in accordance with generally accepted auditing 
standards, the balance sheet of Canada Lands Company Limited as 
at March 31, 1989. In my opinion, it presents fairly the financial 
position of the corporation at that date in accordance with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Further, in my opinion, the transactions of the corporation that 
have come to my notice during my examination of the balance sheet 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the articles and 
by-laws of the corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


May 19, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 


Investments (Notes 2(a), (b) and (c)) ........... 
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SHAREHOLDER’S EQUITY 


€apitalistocks(Note:2(d))itee ota ers- ee etaans : 


Approved by the Board: 


R.J. GIROUX 
President 
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CANADA LANDS COMPANY LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENT 
MARCH 31, 1989 


il. 


Authority and activities 


The Canada Lands Company Limited, an agent corporation, 
originally named Public Works Lands Company Limited, was 
incorporated under the Companies Act in 1956. It was added to 
Schedule C to the Financial Administration Act in 1979 and 
listed as a parent Crown corporation in 1984 in Part I of Sche- 
dule III to the Financial Administration Act. 

The corporation has, by virtue of its letters patent of incor- 
poration, the power to acquire, purchase, lease, hold, improve, 
manage, exchange, sell, turn to account or otherwise deal in or 
dispose of real or personal property or any interest therein. 
However, it has been used only to hold, in trust for other 
departments, certain leasehold interests in two properties in 
London, England, and two properties on Indian reserves in 
Canada. Funding for these leases is borne by other departments. 


. Significant accounting policies 


(a) Investments in subsidiaries 


The corporation wholly owns the following three subsi- 
diary corporations: 


Canada Lands Company (Mirabel) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 


Canada Lands Company (Le Vieux-Port de Montréal) 
Limited. 


The shares have been acquired in consideration of services 
rendered. 


(b) Other investments 


The corporation holds two out of the three issued shares of 
the Canada Museums Construction Corporation Inc. 
(CMCC). The third share is held by the Minister of Public 
Works. However, control of CMCC lies with the Minister 
of Public Works through a shareholders’ agreement. 


(c) Exclusion of subsidiaries from consolidation 


The financial statements of the subsidiaries are excluded 
from consolidation because increases in their equity are not 
likely to accrue to the parent. 


(d 


7 


Capital stock 


The corporation is authorized to issue three shares which 
shall not be transferred to any person other than a person 
approved by the Minister of Public Works. The authorized 
shares have been issued in consideration of services ren- 
dered and are held in trust for Her Majesty in right of 
Canada by the Minister of Public Works. 


. Financial statement 


The corporation has not been involved in any financial trans- 
actions. As a result, the balance sheet has nil balances and no 
other financial statement is presented. 


. Related party transactions 


The Department of Public Works provides the corporation, 
without charge, with such executive and administrative func- 
tions as are required for its operations. 
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5. Information on certain wholly-owned subsidiaries 


Canada Lands Company (Vieux-Port de Québec) Inc. ceased 
operations effective March 31, 1988. However, a decision has 
yet to be taken with respect to formal dissolution of the corpor- 
ation pending the resolution of certain legal matters. 

In March 1989, the Governor in Council and the Treasury 
Board authorized the Minister of Public Works to extend the 
mandate of the Canada Lands Company (Mirabel) Limited to 
March 31, 1991. 
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SUMMARY PAGE 
CANADA LANDS COMPANY(MIRABEL) LIMITED 


MANDATE 


Administer, pending disposition, and sell on behalf of the Crown, properties peripheral to the airport called Montreal 
North. The authority now in place for this mandate extends to March 31, 1991. 


BACKGROUND 


Since July 1982, the corporation has managed the lands which the Crown had acquired for the international airport at 
Mirabel but which were not required for the functioning of the airport. A program for the sale of all those properties has 
been developed and is being implemented by the corporation. As of March 25, 1988 the operation of the corporation’s 
affairs was assumed by the Department of Public Works. 


CORPORATION DATA 


HEAD OFFICE 9850 Belle Riviére 
P.O. Box 180 
Mirabel, Quebec 
JON 1SO 
STATUS — an agent of Her Majesty 


— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it is a parent Crown corporation. 


APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 

DEPARTMENT Public Works 

YEAR AND MEANS OF 1981; by Canada Lands Company Limited, under the Canada 
INCORPORATION Business Corporations Act. 

CHAIRMAN AND CHIEF Jocelyne Ouellette 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 

At the end of the period 

PS UTPASSELS 4 ter Eth cb Es fete Beets wate ee a ee res erage Bev Ig | 5.4 Spo 

Re ALIONS (0 tei DIVAteiSCCLOL. Wet. ar. ocr 76) sae eae cro nil nil nil Ig? 

Bibisatons tou anada qs vet en et en eee re ine ois nil nil nil bs 

PPI MATA: gol e Sse ioe cz, Saue x oe ee Oe ee se oes nil nil nil nil 
Cash from Canada in the period 

UL CLARY Mets cyusknar eases woe aot oo Mala ERI swndashl a 5.4 Dao 6.8 2.4 


Seem ONT DING SE LAT eB oren is gsi te ikea ocr eee nil nil nil nil 
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CANADA LANDS COMPANY (MIRABEL) LIMITED 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Mirabel) Limited as at March 31, 1989 and the statements of 
transactions and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
ces. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
charter and by-laws of the Corporation, as well as the agreement 
between the Corporation and Her Majesty in Right of Canada 
represented by the Minister of Public Works. 


Raymond Dubois, ECA. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
June 6, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 | 


ASSETS 1989 1988 LIABILITIES 1989 1988 | 
$ $ $ $ | 

Cash. ~... 22 t Sette ees Batra Re memeatee 375,240 957,539 Acconntsipayablem. mccrrmn teri ieeretc 1 -iere ‘ 290,978 879,331 

Accountsreceivable nea e eee ners eater sree 146,389 373,472 Due to Department of 
Due from Minister of Public Works PubIIC/ WOrkS: ce segaeeteteteiet ete sass: ake Texcinv et : 324,262 | 
(Note 3) Pk. At Seater eee nse rcnte na 517,399 1,167,436 Deposits on sales of properties | 
Mortgage loan receivable (Note 4) ............. 135,600 152,550 awaiting approval wenacets wee veces. MEETS : 162,897 568,182 
Due to Receiver General for 
Ganadal(Note}5) ees nein hace neecras . 396,491 1,203,484 


1,174,628 2,650,997 
SHAREHOLDER’S EQUITY 


Capital stock (Note-6) is aaa ctt aes are Sieto-. 6 argtege 


1,174,628 2,650,997 1,174,628 2,650,997 


Approved by the Board: 
JOCELYNE OUELLETTE 
Director 

RENE FRECHET 
Director 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 


CARRIED OUT AS AGENT AND ON BEHALF OF 


THE MINISTER OF PUBLIC WORKS 


FOR THE YEAR ENDED MARCH 31, 1989 


Expenditures 
Expenditures incurred for goods 
received or services rendered 
Operating 
Services provided by the 
Department of Public Works............ 
Frofessionaliservicesim. metic «thi. «icles 


Publiciitilities#tcc..0 set. sa. Seas aocbh: 
Officesupplies veto ee ts She eas Atte chris 
Property appraisalir. .tiace-nacnaelsta stele ia <lietats 
Generali tarom sts wrest) «Ropes oe 


Hospitality and public relations ........... 
INGE S9e devant 6 iG JSIa ainio ncrcaaecort er 
Vehicles-andirelatedexpenses.7.1- 111) Fe 
Wages, benefits and termination 

Benefits menue reer ere cts reakel selon cits 
Communications and promotion ........... 


A DCA sire, vernsareye ase eal oe arinsisl wassyersis sts 


Agricultural investment acceleration 
program 
COntbUtIONS HRS. eh Rae Shee oak 
Professional services and 
related expensesey. Sirs conics cme cates oes 


Grants related to the transfer of 
properties: (Note) eerie rrects core ce sierrae: 


otalotexpendituresiyranic seats ie tet: 


Proceeds from other than the direct 
use of fixed assets 
NRECTES Bee rae ee Re Se Sis a tail 


Cumulative net expenditures since 
FADO LOS IK ey cheered aacinceneuseteset shes ou cake hs 


Proceeds from the direct use of fixed 
assets 
Sales of properties (after deducting 
leasehold improvements reimbursed to 
RETIANIES)) cavags sin ienet are misielis Se regute eget sereeE gee 
NGHENG 2 Sedeidceoea pao one aera ota etre 


Cumulative direct proceeds since 
April Ss lO8 I yetes..2K ee. LO ab ees 


Excess of direct proceeds over 
net expenditures 
HOTgtnhe! Vea ary. otye re caevc ore eeretacesiels ayeists loser ere 


Cumulative since April 9, 1981 ............. 


1989 1988 
$ $ 
801,859 
2253539 570,629 
62,197 262,833 
57,358 106,550 
39,809 60,046 
39,355 203,815 
34,523 137,996 
27,053 185,899 
22,402 96,468 
21,252 101,077 
13,404 203,163 
1,932,364 
471,468 
1,344,751 4,332,308 
14,072 1255 
1,358,823 4,345,061 
2,250,950 1,853,353 
104,357 600,141 
2,361,294 2,453,494 
500,000 
4,220,117 6,798,555 
132,530 338,868 
4,087,587 6,459,687 
64,926,098 60,838,511 
5,339,247 23,114,573 
288,542 487,455 
89,771 
5,627,789 23,691,799 
68,284,512 62,656,723 
1,540,202 17,232,112 
3,358,414 1,818,212 


Operating activities 


Transactions carried out as 


of Public Works 


Due to Department of 


Decrease in deposits on sales of 


Investing activities 


Decrease (increase) in 


Capital expenditures carried out 


Financing activities 


Decrease in cash during 


Cashvatiendiof thevearemert sere secre eects : 


Hil 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
agent and on behalf of the Minister 
Proceeds from the direct use of 
TiXCATASSCIS erect tee corer ae ; 5,627,789 23,691,799 
Proceeds from other than the direct 
USE ON LIXEd ASSELS?.. Se en ee ee : 132,530 338,868 
Remittances to the Consolidated 
Revenue Rund'2) seine eee, ale s (6,434,782) (24,105,913) 
Agricultural investment acceleration 
program: 2% JAS SE BS. ah 4 (2,361,294) (2,453,494) 
Operating expenditures incurred 
for goods received or services 
renderediey rk, SAS SAAR ee Fh 4 (1,344,751) (4,332,308) 
Grants related to the transfer of 
properties] pea iies 2H} eer ; (500,000) 
(4,880,508) (6,861,048) 
Decrease in accounts receivable ........... 3 227,083 365,547 
Decrease in accounts payable.............. (588,353) (330,946) 
Public Works... t3..cme23h. 20) 22h Rae : 324,262 
properties awaiting approval ............ ¢ (405,285) (1,603,890) 
(5,322,801) (8,430,337) 
mortgage loan receivable ............... ‘ 16,950 (152,550) 
as agent and on behalf of the 
Ministerof Public Works: ase soe ae ; (14,072) (12,753) 
2,878 (165,303) 
Parliamentary appropriation ............... ; 4,737,624 5,031,890 
thle: vearsandsa rerstinnaes tyrone ate et ‘ (582,299) (3,563,750) 
Cash at beginning of the year ............... : 957,539 4,521,289 
375,240 957,539 
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CANADA LANDS COMPANY (MIRABEL) LIMITED—Continued 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1989 


Ie 


Authority and activities 


Canada Lands Company (Mirabel) Limited was incorporated 
on April 9, 1981 under the Canada Business Corporations Act 
and is a wholly-owned subsidiary of Canada Lands Company 
Limited, a Crown corporation named in Part I of Schedule III 
to the Financial Administration Act. 

Effective July 1, 1981, pursuant to an agreement between the 
Corporation and Her Majesty in Right of Canada represented 
by the Minister of Public Works, the Corporation is responsible 
for administering and developing a part of the peripheral lands 
of Mirabel in order to ensure a normal living environment for 
residents of the lands while safeguarding the operations of the 
Mirabel International Airport. The Corporation fulfills this re- 
sponsibility in the name and for the account of the Minister of 
Public Works who continues to hold title to the fixed assets for 
the benefit of Her Majesty. On May 21, 1982, the Privy Council 
authorized the sale of certain properties; on February 23, 1984, 
it authorized the disposition of the remaining properties within 
the territory under its responsibility. On September 19, 1984, a 
moratorium suspended the sales program; the Privy Council 
authorized on June 11, 1985 an agricultural investment acceler- 
ation program and the resumption of sales under revised terms 
and conditions, approved by the Treasury Board. 

Since March 25, 1988, under the terms of specific service 
agreements, the Department of Public Works provides the Cor- 
poration with personnel and also professional and maintenance 
services. 


. Significant accounting policies 


(a) Financial statements presentation 


The statements present transactions carried out by the Cor- 
poration as agent and on behalf of the Minister of Public 
Works. All expenditures, net of proceeds from other than 
the direct use of fixed assets, are reimbursable to the Cor- 
poration. Proceeds from the direct use of fixed assets, 
principally rentals and sales of properties, are payable to 
the Receiver General for Canada. 

Differences between parliamentary appropriations received 
and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. 


(b 


~S 


Expenditures of a capital nature 


Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. 

(c) Contributions 


Financial assistance under the agricultural investment ac- 
celeration program is recorded in the expenditures of the 
year in which the eligible work is carried out. 


(d 


~m 


Sales of properties 


Sales of properties are recognized when title passes to 
buyers and the Corporation is entitled to receive the amount 
of the proceeds. 


3. Due from Minister of Public Works 


1989 1988 
$ $ 
Balance at beginning of the year ......... : 1,167,436 (260,361) 
Netexpenditiiresi. arenas iee ‘ 4,087,587 6,459,687 
5,255,023 6,199,326 
Less: 
Funds drawn from Department of Public 
Works for Canada Lands Company 
(Mirabel) Limited 
Vote 35101988!) iar : (40,624) (5,292,251) 
Vote:25%in 1989). Ser eee - (4,697,000) 
Reimbursement of the unused portion of 
parliamentary appropriations drawn in 
previous’years 4... os eee : 260,361 
(4,737,624) (5,031,890) 
Balance at end of the year .............. d 5175399 1,167,436 


4. Mortgage loan receivable 


The Corporation granted a mortgage loan of $152,550, bear- 
ing no interest, to a municipality on the sale of a property. The 
loan is reimbursable on the basis of nine annual instalments of 
$16,950 starting from April 1, 1988. 


5. Due to Receiver General for Canada 


1989 1988 
$ $ 

Balance at beginning of the year ......... : 1,203,484 1,617,598 
Direct:proceeds ca. ncscrtent ised tet ene : 5,627,789 23,691,799 
6,831,273 25,309,397 

Remittances to the Consolidated 
Reventie FUN arc rerervsrattecstsrsrteveysiorcle sie : 6,434,782 24,105,913 
Balancezat end ofithenyeaturrcveti-esci sieve F 396,491 1,203,484 


6. Capital stock 


The Corporation is authorized to issue a single share, to be 
held in trust for Her Majesty in Right of Canada, which may not 
be transferred without the consent of the Governor in Council. 
The authorized share has been issued in consideration of ser- 
vices rendered. 


7. Grants related to the transfer of properties 


On July 23, 1986, the Governor in Council transferred to the 
Province of Quebec, at no cost and under certain conditions, the 
administration and control of a property for the purpose of 
maintaining an educational activity centre. This transfer is 
conditional to the payment by the Corporation to the Govern- 
ment of the Province of Quebec of operating grants of $250,000 
in 1986-87 and of $250,000 in 1988-89. 

On June 23, 1988, the Governor in Council transferred a 
property to a teaching establishment for the amount of $1 and 
under certain conditions. This property must be used solely for 
educational purposes at the collegiate level. Following the 
transfer of this property, the Corporation paid in 1988-89 a 
renovation grant of $150,000 and an operating grant of 
$100,000. 
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| NOTES TO FINANCIAL STATEMENTS 
| AS AT MARCH 31, 1989—Concluded 


8. Commitments 


Under the agricultural investment acceleration program, the 
Corporation has agreed to reimburse claimants with a portion 
of the cost of eligible work when carried out, which amounts to 
approximately $250,000 as at March 31, 1989 ($1,000,000 as 
| at March 31, 1988). 


9. Contingency 


Legal action has been instituted against the Corporation, the 
Attorney General of Canada, the Minister of Transport and the 
Minister of Public Works by some of the original Mirabel 
property owners who are asking to have the 1969 expropriation 
declared invalid. In this context, a number of lessees have 
ceased to remit their rent to the Corporation. On March 27, 
1985, a protocol of understanding was entered into with repre- 
sentatives of the original property owners whereby the parties 
undertake to discontinue all litigation actions between them. 
This protocol was approved in principle by the Privy Council 
on June 11, 1985. 
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SUMMARY PAGE 
CANADA LANDS COMPANY(LE VIEUX-PORT DE MONTREAL) LIMITED 


MANDATE 


Promote the development of the lands of Le Vieux-Port de Montréal and develop them and administer, manage and 
maintain Crown property there. 


BACKGROUND 


Since February 1982, the corporation has managed the Crown lands at Le Vieux-Port, including lands transferred to the 
Crown in 1983 from Canada Ports Corporation. Planning and consultation with the public and with the other levels of 
government have resulted in plans for major developments on the lands. Those plans remain a significant issue for the 
various governments. 


CORPORATION DATA 


HEAD OFFICE 333 rue de la Commune ouest 
Montreal, Quebec 
H2Y 2E2 

STATUS — an agent of Her Majesty 


— A wholly-owned subsidiary of Canada Lands Company Limited; 
it has been directed by Order in Council (PC 1987-86) to report 
its affairs as if it were a parent Crown corporation. 


APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 

DEPARTMENT Public Works 

YEAR AND MEANS OF 1981; by Canada Lands Company Limited, under the Canada 
INCORPORATION Business Corporations Act. 

CHAIRMAN AND CHIEF Roger Beaulieu 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 

At the end of the period 

TOA SSEts hid. cheers ae eel. Sh ees 2h 2 ee ed oe CR 1.8 0.9 0.6 1.9 

QObligationsstodne private SCCLON 22 ace, cee vee eee ee nil nil nil nil 

Obligationsita.Canad a... -: sranrsuat alee: Babes aad vidos ae nil 0.1 nil nil 

Equityof Ganddato:tawa tid 2 SOE to Sree ee Ss os nil nil nil nil 
Cash from Canada in the period 

== DUC Betary Tawar sa. wisely cat creas Wry eran ths ihe D3 3.4 a 39 


——NON-DUC DETAI Ya nekis so bela. eae ee ate arora ae nil nil nil nil 
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_ AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company (Le 
_Vieux-Port de Montréal) Limited as at March 31, 1989 and the 
statements of transactions and changes in financial position for the 
year then ended. My examination was made in accordance with 
' generally accepted auditing standards, and accordingly included 

such tests and other procedures as I considered necessary in the 
| circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
| preceding year. 


Further, in my opinion, the transactions of the Corporation that 
| have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
charter and by-laws of the Corporation, as well as the agreement 
between the Corporation and Her Majesty in Right of Canada 
represented by the Minister of Public Works. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


Po tawakCanade for the Auditor General of Canada 


June 12, 1989 


| BALANCE SHEET AS AT MARCH 31, 1989 


) CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED 


_ ASSETS 1989 1988 
$ $ 
| Cash and temporary investments .............. 1,715,011 269,802 
mA CCOUNES recei Vable a5/.h ets isyew cele Biorecoe others 120,396 110,411 
' Due from Minister of Public Works 

(ING 16 3) age oe terere cecore o raves oyu mtd -oqus se erry epeneys/ ana 217,849 


Merrepaid EXPENSES po isisoes aie wre sacs ee =! Heise 3,925 343,770 


1,839,332 941,832 


81 
LIABILITIES 1989 1988 
$ $ 
INTIS PEVOE: oo gocanctcanououqagnoocde : 1,494,362 920,650 
Due to Receiver General for Canada 
(NOTE) raat le riaeials Cone re maneareenase . 29,867 21,182 
Due to Minister of Public Works 
CNGtEES) Berta eer atte oalacsna botnet ere hte : 315,103 
1,839,332 941,832 
SHAREHOLDER’S EQUITY 
@apitalistocks((Note >) meinen sient : 
1,839,332 941,832 


Approved by the Board: 
ROGER L. BEAULIEU 
Director 


C. STEPHEN CHEASLEY 
Director 
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CANADA LANDS COMPANY (LE VIEUX-PORT DE MONTREAL) LIMITED—Continued 


STATEMENT OF TRANSACTIONS 
CARRIED OUT AS AGENT AND ON BEHALF OF THE | 


MINISTER OF PUBLIC WORKS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 1989 1988 
$ $ $ $ 
Expenditures Operating activities 
Operating Transactions carried out as agent and on 
Maintenance of property .,................. 1,551,994 1,197,119 behalf of the Minister of Public Works 
Permanent personnel ireiyamiisrriyers erties 1,188,367 872,390 Operating expenditures. nese ane ee : (4,382,661) (3,263,967) 
ADIMAION PrOelams eatin 812,626 517,557 Proceeds from other than the direct use of 
Administration.tes.4 veers eee ae eres iaetentn 484,498 401,779 fixediaSsetsiferig ecto scke eee erect 5 1,863,438 830,876 
ProfessionalserviceSwaace ae anincet os. ariertn 256,572 219,499 Proceeds from the direct use of 
Communications en smcaecee ice eieeete etree 88,604 55,623 fixed assets... hc 88h50 Gee eee ee P 379,389 284,607 
4.382.661 3,263,967 Remittances to the Consolidated Revenue 
Capitan ee rican dcr 4,249,750 1,400,524 Fund... 61sec eres eects ceseerenes “ip ites STO TON) 038,077) 
Motalvex pendituresiwe roms staga- ciesge sels oie asi ace 8,632,411 4,664,491 ‘ F (2,510,538) (2,287,161) 
—_—_—_— Increase in accounts receivable ............ , (9,985) (8,670) 
Proceeds from other than the direct Decrease (increase) in prepaid 
use of fixed assets CXDERSES dr ciactieier ak sie ee ; 339,845 (327,969) 
Income produced by animation Increase in accounts payable .............. : 573,712 511,738 
programs TT Lay ee 
Programs carried out by the (1,606,966) (2,112,062) 
Corporation Wcccm aries ele eactare ete 762,953 Investing activities 
Parking \ichaccinte tcc ae cuipeeemenione es 614,698 286,322 Capital expenditures carried out 
GONCESSIONS = cintane ote cereeetd ae aortas 351,650 503,445 as agent and on behalf of the 
Otherceee mieten aero caren ce orn ite ats 22,526 5,815 Minister.of Public) Works (emer cee ’ (4,249,750) (1,400,524) 
LAT OES 27 795,582 Financing activities 
Interest, related principally to the Parliamentary appropriation ............... ; 7,301,925 3,400,000 
receipt of parliamentary appropriations Cash and temporary investments 
in advance of disbursements .............. 111,611 35,294 Increase (decrease) for the year ............ : 1,445,209 (112,586) 
1,863,438 830,876 Balance at beginning of the year ........... ‘ 269,802 382,388 
Net expenditures to be funded (Note 3) ........ 5 6,768,973 3,833,615 Balanceiat eng onthe year amen errr rr ; 1,715,011 269,802 


Cumulative net expenditures since 
November-2651 98 lnececicr crests oie . 71,184,222 64,415,249 


Proceeds from the direct use 
of fixed assets 


NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1989 


Bi to Scat 1. Authority and activities 

ote 2 ss 

PET hah hb Ocala anced ie OCR 265,736 «126,196 (Canada Lands Company (Le Vieux-Port de Montréal) 
Rentale tee ee HAS oes aera 89,660 107,842 Dimited "wes mmcorporaves On NOvember 20s or Unc rug 
Mooring and anchoring ......<<.+2:ss+vs« 23,993 50,569 Canada Business Corporations Act and is a wholly-owned sub- 


sidiary of Canada Lands Company Limited, a Crown 


379,389 284,607 ; : : : 
nn corporation named in Part I of Schedule III to the Financial 
Cumulative direct proceeds since Administration Act. 

November 26, LOS Tae as yea ete cee crete . 1,276,234 896,845 Effective February 1, 1982, pursuant to an agreement be- 

Excess of net expenditures tween the Corporation and Her Majesty in Right of Canada 

over direct proceeds represented by the Minister of Public Works, the Corporation is 

Kor theyy carmen mec unt wre irene : 6,389,584 3,549,008 responsible for developing and for promoting the development 

Cumulative since November 26, 1981 ........ 69,907,988 63,518,404 OF theme jane, cuter Orbe Mont Ca ee 
—————————————————— ing, managing, and maintaining the property of Her Majesty | 


located therein. The Corporation fulfills this responsibility in 
the name and for the account of the Minister of Public Works 
who continues to hold title to the fixed assets for the benefit of 
Her Majesty. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1989—Concluded 


2. Significant accounting policies 5. Capital stock 


The Corporation is authorized to issue a single share, to be 


(a) Financial statement presentation : ; : ; ’ 
held in trust for Her Majesty in Right of Canada, which may not 


The statements present transactions carried out by the Cor- be transferred without the consent of the Governor in Council. 
poration as agent and on behalf of the Minister of Public The authorized share has been issued in consideration of ser- 
Works. All expenditures, net of proceeds from other than vices rendered. 

the direct use of fixed assets, are reimbursable to the Cor- 

poration. Proceeds from the direct use of fixed assets are 6° Commitments 


payable to the Receiver General for Canada. ' f 
Differences between parliamentary appropriations received fs pubdate alae he commitments fonsthe leasing: of 
equipment and construction contracts totalled $535,376 


and net reimbursable expenditures are recorded by the Cor- 
poration as due from or due to the Minister of Public Works. CoG pee Sol EN ie ba EE) g 


(b) Expenditures of a capital nature 


| Expenditures of a capital nature represent costs which sig- 
nificantly increase the value or extend the useful lives of 
properties administered by the Corporation. They also in- 
clude costs of demolishing structures. 


(c) Employee termination benefits 


On termination of employment, employees of the Corpora- 
tion are entitled to certain benefits provided for under the 
salary administration policy of the Corporation. The cost of 
these benefits is recorded in the year in which they are 
earned by the employees. The estimated liability resulting 
from this policy is included in accounts payable. 


(d) Retirement savings plan 


The Corporation has established a group retirement savings 
plan under which a single trust was established with a 
private sector organization in order to accumulate contribu- 
tions to provide a retirement income for the employees 
through individually registered retirement savings plans. 
All contributions are paid by the employees, the Corpora- 
tion acting solely as an agent without incurring any 
liability. 


3. Due from (due to) Minister of Public Works 


1989 1988 
$ $ 
Balance at beginning of the year .......... 217,849 (215,766) 
INetiexpenditures) ioe sek tos esi enter: 6,768,973 3,833,615 


6,986,822 3,617,849 
Less: 
Funds drawn from Department 
of Public Works for Canada 
Lands Company (Le Vieux- 
Port de Montréal) 


Limited 
WOLERSOUN OS. eterna cciaam aeateteeee ce (3,400,000) 
Wetter SON, WEE. 6 aeons co Beeteonae (7,301,925) 
Balance at engiof thesyear 2.5 oe. cece ae (315,103) 217,849 


4. Due to Receiver General for Canada 


1989 1988 
$ $ 
Balance at beginning of the year .......... 21,182 (124,748) 
Pirect'procecdsiG4 Fe cis ceiieictcts 3 ata 379,389 284,607 
400,571 159,859 


Remittances to the Consolidated 
REVENUE: RUN Gieer es siya eee yc rava seas (370,704) (138,677) 


Barance avendofithesycaterasaneiiciecsian ee 29,867 21,182 
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SUMMARY PAGE 
CANADA LANDS COMPANY(VIEUX-PORT DE QUEBEC) INC.. 


MANDATE 


Implement a general development plan for certain lands of the Vieux-Port de Québec; administer, manage, promote and 
operate those lands and their developments. 


BACKGROUND 


Since August 1, 1981, the corporation has developed and managed the Crown lands of the Vieux-Port; for two years, | 
ending February 27, 1986, it held, managed and directed a further parcel of Vieux-Port land and the improvements on | 
it. In 1987-88 its functions were transferred to the Department of Public Works and the corporation ended its operations | 


on March 31, 1988. A decision to dissolve the corporation awaits resolution of certain legal matters. 
CORPORATION DATA 


HEAD OFFICE 112 Dalhousie Street 
P.O. Box 95, Station B 
Quebec City, Quebec 
GIK7A1 


STATUS — an agent of Her Majesty 
— A wholly-owned subsidiary of Canada Lands Company Limited. 
It had been directed by Order in Council (PC 1987-86) to report its 
affairs as if it were a parent Crown corporation but this was 
rescinded (by PC 1988-562) on March 28, 1988. 


APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 

DEPARTMENT Public Works 

YEAR AND MEANS OF 1981; by Canada Lands Company Limited, under the Canada 
INCORPORATION Business Corporations Act. 

CHAIRMAN AND CHIEF Robert Giroux 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 
At the end of the period 
TTOTADAASS CU te ci tece 4 sis sarcasm al a oe ee age ig 1e7 1.8 2.0 
Obligatigns to the private SeClor 2-0. were tee ars ee oe nil nil nil nil 
Obligations Ganadas .oc:.3/, ens teers ete) Kaa 0.9 0.9 0.9 0.4 
Bauity of Canatarene = c0 5 cc ce wares ae ee ene eel 0.2 0.2 0.2 0.2 
Cash from Canada in the period 
== DUGREIALV Ad 5 oe Sateen ream ein Siemens sen meee een aeeee nil al 5.0 515 


—-non-budvetary. sence Ss os cee ae A eee nil nil nil nil 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC. 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Lands Company 
(Vieux-Port de Québec) inc. as at March 31, 1989. My examination 
was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, this balance sheet presents fairly the financial 
position of the Corporation as at March 31, 1989 in accordance with 
generally accepted accounting principles applied on a basis consist- 
ent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the balance sheet 
have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, the charter and 
by-laws of the Corporation as well as the agreement between the 
Corporation and Her Majesty in Right of Canada represented by the 
Minister of Public Works. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


May 19, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 
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ASSETS 1989 1988 


$ $ 
Cash and temporary investments .............. 167,972 628,045 
Accounts receivable\(Note 2). 22 ..i..00-. 4060 548,742 694,441 
Due from Minister of Public Works 
(IN OteYS)) Beater irarieict tein: toe the Asotin ctleratationes 371,234 396,601 


1,087,948 1,719,087 


LIABILITIES 


ACCOUTLS Pay able vey ere ce acrs lsat tase etek : 


Due to Receiver General for Canada 


(GN fee un ie ee contac hee ROR cies cnc AOU beast A 


SHAREHOLDER’S EQUITY 


GCapitalstocki(Note:5)\—¥ eat 14220). ean sere ; 
Gontributedisurplusy tetra: -4- teva tet do ae ; 
Retainedieamingsi aan. coy. tray eel isp ase ‘ 


1989 


1988 


$ 
7,585 


876,953 


$ 
631,868 


883,809 


884,538 


178,250 
25,160 


1,515,677 


178,250 
25,160 


1,087,948 


1,719,087 


Approved by the Board: 


JEAN-GUY HEBERT 
Director 
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CANADA LANDS COMPANY (VIEUX-PORT DE QUEBEC) INC.—Concluded 


NOTES TO THE BALANCE SHEET 
AS AT MARCH 31, 1989 


1. Authority and activities 


Canada Lands Company (Vieux-Port de Québec) inc. was 
incorporated on April 9, 1981 under the Canada Business Cor- 
porations Act and is a wholly-owned subsidiary of Canada 
Lands Company Limited, a Crown corporation named in Part I 
of Schedule III to the Financial Administration Act. 

Effective August 1, 1981, pursuant to an agreement between 
the Corporation and Her Majesty in Right of Canada repre- 
sented by the Minister of Public Works, the Corporation has 
been responsible for the implementation of a general develop- 
ment plan for the lands of the Vieux-Port de Québec under its 
jurisdiction and for administering, managing, promoting and 
operating such lands and their developments. The Corporation 
fulfilled this responsibility in the name and for the account of 
the Minister of Public Works who continues to hold title to the 
fixed assets for the benefit of Her Majesty. 

On May 26, 1988, by order of the Governor General in 
Council, the Minister of Public Works was authorized to termi- 
nate the said agreement. Since April 1*', 1988, the management 
of the Corporation’s affairs is assumed by the Department of 
Public Works. 

From February 9, 1984 to February 27, 1986, the Corporation 
was responsible for its own account for the management, charge 
and direction of a parcel of land together with the improvements 
thereon which had been transferred to it, subject to certain 
limiting conditions, by order of the Governor General in Coun- 
cil on February 9, 1984. This property was retroceded on 
February 27, 1986. 


2. Accounts receivable 
The accounts receivable include the following amounts: 


$ 
Publicisemices organization @,aanereaceryon ce iceieel eciaecle 466,430 
QUES ae nemo ctest cyst onin-ans nos Geyer eya vais ile 4a cerer een cacao 82,312 
548,742 


The amount receivable from the public services organization 
is for specific work carried out by the Corporation during the 
year 1982-83. The related cost is recoverable upon the signing 
of a protocol by the Corporation, the Canada Ports Corporation 
and the organization. The protocol, not yet signed, provides for 
the transfer of certain privileges from the Corporation and the 
Canada Ports Corporation. The work is completed for all prac- 
tical purposes. The Corporation has not yet decided to transfer 
the privileges requested by the organization. It is possible that 
the Corporation may not recover the related cost. 


3. Due from Minister of Public Works 


$ 
Balancetatheginning ofythe: year cc.cciys)cccie ystecisine afeutoys ate od 396,601 
Adjustment to prior years’ operating 
EX PETIGIUICS trae tere cia rer sraver-seccrareeeteetreromtinars these tas (10,767) 
TWtETESCE PER Fe ne ertaee tel ako nieve: Ae OMe ce Sous: anaes renee kes (14,600) 
Balanice:at end ofthe yeatie. sats «of cere ssn emia a yn ieee 371,234 


4. Due to Receiver General for Canada 


$ 
Balance. at beginning of the yeane ase ae ie « aersy-etae een ae 883,809 
Adjustment, toipnor years: rentalsieran sai iat ee eee (1,449) 
882,360 
Remittances to the Consolidated 
Revenue, Bund 'y.c.2%4 «atv ee Bie eas oye eaneie is ats (5,407) 
Balanceiat endiof theryeans Gasceceh ee math atte oe ele erore 876,953 


5. Capital stock 


The Corporation is authorized to issue a single share, to be 
held in trust for Her Majesty in Right of Canada and which may 
not be transferred without the consent of the Governor in Coun- 
cil. The authorized share has been issued in consideration of 
services rendered. 


6. Contingencies 


The Corporation and the corporation Québec 1534-1984 
signed a protocol of general understanding determining the 
rights and obligations of each party for the staging in 1984 of 
a festive event and for the use of the site and of the equipment 
under the jurisdiction of the Corporation. Under the terms of 
the agreement, the Corporation has not granted the right to use 
the totality of the site, reserving for itself some premises that 
it might rent for commercial purposes. Leases were signed but, 
because of poor attendance, several were modified, cancelled 
or abandoned. The Corporation has received claims arising 
from those leases and from other activities, for a total of ap- 
proximately $2 million, and more may be received. The 
Department of Public Works assumes the settlement of these 
claims. 


| 


f 
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SUMMARY PAGE 
CANADA MORTGAGE AND HOUSING CORPORATION 


MANDATE 


To promote the construction of new houses, the repair and modernization of existing houses and the improvement of 
housing and living conditions. 


BACKGROUND 


Established in 1946, the corporation acts as the government’s agent in the provision of grants, contributions and subsidies 
for the advancement of housing and community development. It conducts research and provides policy advice to 
government; it administers the Mortgage Insurance Fund, the prime purpose of which is to ensure an adequate supply of 
mortgage funds for housing, and it lends to groups and individuals for housing purposes and invests in housing-related 
projects. 


CORPORATION DATA 


HEAD OFFICE 682 Montreal Road 
Ottawa, Ontario 
K1A OP7 
STATUS — Schedule III, Part I 
— an agent of Her Majesty except when s. 14 of its Act applies. 
APPROPRIATE MINISTER The Honourable Alan Redway, P.C., M.P. 
Minister of State (Housing) 
YEAR AND MEANS OF 1946; by the Central Mortgage and Housing Corporation Act 
INCORPORATION (R.S.C. 1985, c. C-7). 
CHIEF EXECUTIVE George D. Anderson 
OFFICER 
~ CHAIRMAN Robert E. Jarvis, Q.C. 


AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) 
At the end of the year 
OAL GSCISS © crate tn ee aes os ter cc en ae here ene 9,306 9,540 9,805 10,051 
shiivations to.the private Sector. 6.6 soaais > | eet ase ool oe nil nil nil nil 
Pt palons 10. Canada 26 caus cecjcrc «ween es soos SuonTae ene 9,008 Ora 9,514 9,802 
CLOTS AROLEL BE VEY e EW Si oer cele Paar p naa PO rare anni te Cee ace 50 50 50 50 
Cash from Canada in the year 
PCC CLATY niin ane se iain  eicun © aoe cya meet eee eile L529 1,473 | Pe pos) 1,656 


— non-budgetary, before repayments ...................:; 269 270 222 293 
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CANADA MORTGAGE AND HOUSING CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL REPORTING 


The Management of the Corporation is responsible for estab- 
lishing and maintaining a system of books, records, internal 
controls and management practices to provide reasonable assurance 
that: reliable financial information is produced; the assets of the 
Corporation are safeguarded and controlled; the transactions of the 
Corporation are in accordance with the relevant legislation, regula- 
tions and by-laws of the Corporation; the resources of the 
Corporation are managed efficiently and economically and the 
operations of the Corporation are carried out effectively. 


Management is also responsible for the integrity and objectivity 
of the financial statements. The accompanying financial statements 
of the Corporation as at December 31, 1988 were prepared by 
Management in accordance with the accounting policies, consist- 
ently applied, as described in the notes to the financial statements. 
The financial information contained elsewhere in this Annual Re- 
port is consistent with that in the financial statements. 


The Board of Directors is responsible for ensuring that Manage- 
ment fulfils its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee which includes a majority of members who are not 
officers of the Corporation. The Committee meets from time to time 
with Management, internal audit staff and the independent external 
auditor to review the manner in which these groups are performing 
their responsibilities and to discuss auditing, internal controls and 
other relevant financial matters. The Audit Committee has reviewed 
the financial statements with the external auditor and has submitted 
its report to the Board of Directors. The Board of Directors has 
reviewed and approved the financial statements. 


The financial statements have been examined by the auditor, 
Robert D. Hepburn, C.A. of the firm Deloitte Haskins & Sells and 
his reports offer an independent opinion on the financial statements 
to the Minister of State (Housing). 


George D. Anderson 
President and Chief Executive Officer 


Gaylen A. Duncan 
Senior Vice-President Corporate Resources 


FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


Canada Mortgage and Housing Corporation was incorporated as 
a Crown Corporation by an Act of Parliament on January 1, 1946. 
Its activities are regulated by the National Housing Act, the Canada 
Mortgage and Housing Corporation Act and, in certain respects, the 
Financial Administration Act, and include: 


Corporate Account 


Financing housing and community improvement through the 
making of loans and investments under specific conditions at inter- 
est rates normally at market rates which are generally higher than 
the rates it pays on funds borrowed from the Government of Canada. 
Loans and Investments exist in all three planning elements: Market 
Housing, Social Housing and Housing Support with the major em- 
phasis (approximately 70%) on Social Housing projects. 


Minister’s Account 


Making certain payments or incurring expenses in the process of | 
delivering housing programs on behalf of the Government of Cana- | 


da. These payments and expenses include grants, contributions, 
subsidies, loan forgiveness, losses on real estate, losses under 


federal-provincial agreements, interest rate losses, research and — 


development, and specified administrative costs. The funding for 
these activities is provided for in Main and Supplementary Esti- 
mates which are tabled in Parliament. Parliamentary approval is by 
way of the Appropriations Act together with Statutory Authorities 
which authorize the responsible Minister to reimburse the Corpor- 
ation for the specified payments and expenses for the fiscal year 
concerned. Grants, contributions and subsidies are delivered within 
the three planning elements: Market Housing, Social Housing and 
Housing Support. In these endeavours 90% of the total activity 
relates to Social Housing initiatives. 


Funds Administered 


Administering certain Insurance and Guarantee Funds on behalf 
of the Government of Canada. The Mortgage Insurance Fund is the 


chief instrument for establishing a framework of confidence for | 


mortgage lending by private institutions. This instrument facilitates | 


an adequate supply of mortgage funds by reducing the risk to 
lenders and encouraging the secondary market trading of mort- 
gages, and thereby increasing the access to housing by Canadians. 
The Mortgage Insurance Fund and Mortgage-Backed Securities 
Guarantee Fund support Market Housing Initiatives. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


CORPORATE ACCOUNT 
AUDITOR’S REPORT 


TO THE HONOURABLE ALAN A. REDWAY, P.C., M.P. 
MINISTER OF STATE (HOUSING) 


I have examined the balance sheet of the Canada Mortgage and 
Housing Corporation, Corporate Account as at December 31, 1988, 
and the statements of operations and reserve fund and of changes in 
financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation at December 31, 1988, and the 
results of its operations and changes in financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of these financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Mortgage and Housing Corporation Act, the National Hous- 
ing Act and the by-laws of the Corporation. 


Robert D. Hepburn, C.A. 


of the firm Deloitte Haskins & Sells 
Ottawa, Canada 


February 22, 1989 


CORPORATE ACCOUNT 


BALANCE SHEET DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 
POarisandinvestmentsis. i: «beaelack. sstieekeere 9,248,315 9,469,865 
Accounts receivableyeniiaat ais. ods. tems etl eels 12,098 10,920 
Duedtrom: thesMinister sen 24).e > cit tf oo. Hoe 26,044 33,033 
Due from Funds Administered ................ 99 
WMeTerreduncomejtaxesia.ircscr tele «hae Werle yla eke whee 6,147 
Business premises and equipment ............. 16,784 15,174 
CUS RST ae Se ee ee ee eae 3,142 4,978 


9,306,482 9,540,117 


LIABILITIES 


Borrowings from the Government of Canada... . 
Cheques issued in excess of funds on deposit .. . 
Accounts payable and accrued liabilities ...... , 
Due to the Receiver General for Canada....... : 
Deferred: incomeitaxes mammaire eet lee ‘ 
Due'to/Funds Administered 52 ...52 .2.0.16..-: ; 


CAPITAL AND RESERVE FUND 


Capital 
Authorized and fully paid by the 


GovernmentiofiGanada) 5, 2213.4. ae ent , 
Reserve fund thie fe tac so. caonpd step iacmene OSS é 


See accompanying notes. 
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1988 1987 
9,008,451 9,270,625 
132,311 111,883 
56,473 S253 
56,895 41,291 

2,352 

13,565 
9,256,482 9,490,117 
25,000 25,000 
25,000 25,000 
9,306,482 9,540,117 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


CORPORATE ACCOUNT 


STATEMENT OF OPERATIONS AND RESERVE FUND 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Interest earned: a... sae doves cet a terasnue tices 834,963 855,546 
Interest expense! corm moraines rca ceeyyeis 785,408 800,934 
Margin on financing operations ............... 49,555 54,612 
Realtestate: salesweccays,<treis: Strike eta oe las cide 76,828 48,115 
Costof: realiestatessoldanrraeratie irre ee toesvareierr 26,923 24,974 
Gainonrealiestate pan tlesteteccotteerels wre ote es wists 49,905 23,141 
Otherincomem cere coe ere dice ook crows 13,947 13,706 
Income before operating expenses ............. 113,407 91,459 
Operating expensesmaamcch ewer nists dens 25,704 24,201 
Income) beforetincome: taxes =. cer ncsevs sere eyeca 87,703 67,258 
INGOMERAX OS y seye cusps aioie ct tore etme Roeyonieeranne 37,545 32,222 
Netiincome sis. 2eclkvye sctsk ieee Fis eee 50,158 35,036 
Reserve fund, beginning of year............... 25,000 25,000 
75,158 60,036 
Transferred to the Receiver General for 
Ganadaryst.. .h. A PAR 50,158 35,036 
Reservestund. end/of yeatinja.)s 3c tous vei 25,000 25,000 


See accompanying notes. 


CORPORATE ACCOUNT 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Operating activities 
NGHINCOME Ree ote tcusrertotel on betete eishe, sacle euetete 50,158 35,036 
Add: net change in accrued interest .......... 982 813 
depreciation and amortization ........... 2315 2,643 
Writedown Of realestate: sige ci ayeictes ocr 242 8,869 
deferred:income taxes veces site are ets 8,499 1,544 
62,196 48,905 
Paid to the Receiver General for Canada ...... (34,555) (24,600) 
Change in due to Funds Administered ........ (13,664) 9,890 
Change in due from the Minister ............ 6,989 (6,732) 
OMe ers So tore rekon tentaeey ee 4,381 (3,469) 
25,347 23,994 
Investment activities 
Repayment of loans and investments ......... 468,547 517,835 
Additions to loans and investments .......... (251,246) (259,700) 
Additions to business premises and 
EQUIPINEN Dr aerpea cys areas to es 25 loraite sca cols Santora (3,926) (3,143) 
PMVBVE IT 254,992 
Financing activities 
Borrowings from the Government of Canada .. 269,000 269,900 
Repayment of borrowings from the 
Government of Ganada\.4 see ce eke (528,150) (510,771) 
(259,150) (240,871) 
Increase ‘(decrease)'in'cash: .=. -stacen anton soe er (20,428) 38,115 


See accompanying notes. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


Significant accounting policies 


In the Corporate Account, the Corporation follows generally 
accepted accounting principles. The financial statements of the 
Mortgage Insurance Fund and the other Insurance and Guaran- 
tee Funds are not included in these financial statements. The 
principal accounting policies followed by the Corporation are: 


(a) 


(b) 


(c) 


Loans 


Loans under certain programs give rise to interest rate 
losses which are recoverable from the Minister. If loans 
contain forgiveness clauses, such forgiveness is recorded 
and recovered from the Minister when the loans are ad- 
vanced. No provisions are made for possible losses on loans 
as losses on insured loans are recoverable from the Mort- 
gage Insurance Fund while property acquired upon default 
of uninsured loans is subject to loss recovery as described 
under Real Estate. Other losses on uninsured loans are 
recoverable from the Minister. 


Federal-provincial agreements 


Loans and investments are made under various cost-sharing 
agreements with the provinces and territories to encourage 
development of rental housing, land assembly, co-operative 
housing, rural and native housing and housing rehabilita- 
tion. Only the Corporation’s share of costs plus capitalized 
interest are reflected in these statements. The Corporation’s 
share of subsidies and losses related to these agreements 
are recovered from the Minister. Gains on the sale of land 
assembly projects are recognized as income in the Corpor- 
ate Account. 


Real estate 


Real estate includes vacant land and properties acquired 
directly by the Corporation, or through the Government of 
Canada at no cost, or through default on uninsured loans. 
All real estate is recorded at cost which includes acquisition 
costs and any modernization and improvement costs. 
Holding costs, including interest, on real estate acquired 
directly by the Corporation are capitalized up to appraised 
values after which the costs are expensed in the Corporate 
Account. Gains or losses on the disposal of these properties 
are recorded in the Corporate Account. Losses resulting 
from permanent declines in the value of property are recog- 
nized in the period in which they are identified. 

Holding costs, including interest, on real estate acquired 
through the Government of Canada at no cost, or through 
default on uninsured loans, are capitalized. Gains or losses 
on the disposal of these properties are paid to or recovered 
from the Minister. 


All net operating losses on real estate are recovered from 
the Minister. 
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CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


3. Business premises and equipment 


(d) Depreciation 
Depreciation of buildings included in real estate is recorded 
on a Straight-line basis over the expected useful life of the 
properties which is normally fifty years. Depreciation on 
business premises, office furniture and equipment is re- 
corded on a diminishing balance basis. 


(e) Pension costs and obligations 


The cost of pension benefits earned by employees is deter- 
mined using the projected benefit method prorated on 
service and is charged to operating expense as services are 
rendered. This cost is actuarially computed using Manage- 
ment’s best estimate assumptions of the pension plan 
expected investment yields, salary escalations, mortality of 
members, terminations and the ages at which members will 
retire. Adjustments arising from plan amendments, experi- 
ence gains and losses and changes in assumptions are 
amortized over the expected average remaining service life 
of the employee group. 


f) Reserve fund 


Income or loss after income taxes is transferred to the 
Reserve Fund which is limited by an Order-in-Council to 
$25 million. Any excess over this amount is transferred to 
the credit of the Receiver General for Canada. 


(g) Interest income and expense 


Interest income and expense are accounted for on the ac- 
crual basis. 


. Loans and investments 


The loans and investments of the Corporation at December 
31 comprise: 


1988 1987 


(in thousands of dollars) 


MEANS Weknesats te cr shave et orcsesetaity ey oval nia ts eee One ers 4,890,300 5,185,454 
Federal-provincial agreements 
Oasis het oictets le a sts eletnlvele ete ote 2,826,492 2,817,261 
Investments in housing 
PYOJECIStet tee race. tncieicon Siok iets ores 1,460,749 1,385,694 
andassembly projects... 0+... 27,082 35,639 
4,314,323 4,238,594 
Real estate 
Investments in housing 
DLOJECUS Pere chen err Bide Aas ohiehee 15,839 18,242 
andigc Spacer acteh Gt ete 6 swine tosioncow.s 27,853 27579 
43,692 45,817 
Total loans and investments .............. 9,248,315 9,469,865 


Accumulated 
deprec- Net Net 
iation and book book 
amortiz- value value Depreciation 


Cost ation 1988 1987 rates 
(in thousands of dollars) 

and | hcccceen aks : 358 358 358 
Buildings see eeeer . 12,904 6,060 6,844 6,076 5% 
Equipmentaernnrrii . 26,807 18,866 7,941 6,921 8%, 20%, 30% 
Leasehold 

improvements ..... . 6,030 4,389 1,641 1,819 20% 
Total ton aoe . 46,099 29,315 16,784 15,174 


Depreciation and amortization in respect of the above assets 
for the year amounted to $2,315 (1987—$2,643). 


. Borrowings from the Government of Canada 


The Corporation borrows from the Government of Canada 
under the provisions of the Canada Mortgage and Housing 
Corporation Act and the National Housing Act to finance loans 
and investments. The borrowings are evidenced by debentures 
or other evidences of indebtedness, which bear interest at rates 
varying from 2.00% to 17.96% and are repayable over periods 
not in excess of 50 years. Regularly scheduled payments over 
the next five years are as follows: 


(in thousands 


of dollars) 
NOOO keri Ce circ tems Sie tthe eeu nee RREROES car-hiscn Ss Aye ee RRR EONS 273,000 
TOOQ SEA eye a Pk CREEL ed Oe ORT AER Le a ae) Na Seat nr fote GOL 231,500 
LOO nc et ae A ei ete Gh tee St ee sechen me coake rats SER AEP Bike SS 210,500 
LO 2 i Poa ests cen cuenh sp woamononsovauanolyeilcwasisdas écsyovawravsvenaieyorchtashotonemevedo anode 219,500 
O93 ev sewaratocap srs terete iets: cng cne sini eiic case fous wcevtesencte' usitaye Oils searteen ade 222,300 


. Contingent liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1982, a large number of legal actions, 
which total approximately $48 million at December 31, 1988, 
were begun against the Corporation jointly with other parties 
claiming damages arising from installation of urea formalde- 
hyde foam insulation. In addition, other legal actions totalling 
$4.1 million are pending. The Corporation does not admit lia- 
bility in these cases and, until the actions have been heard by 
the courts, it is impossible to determine if there is a potential 
liability in this respect and thus no provision for possible loss 
arising from these legal actions is included in these financial 
statements. Should costs arise as a result of these actions they 
would be expensed in the year when the costs are incurred. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


CORPORATE ACCOUNT 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


6. Interest loss recoveries 


The Corporation was authorized by the Government of Cana- 
da to approve certain loans and investments at a negative 
interest margin and to recover this loss from the Government. 
The interest loss recovered is included in interest earnings. The 
recoveries by program are as follows: 


1988 1987 
(in thousands of dollars) 
MarkeChousincmemrrccctitre 16 cas aceon cers 60,060 64,596 
Socialthousinge..ceerite.« pect eihkt 19,234 18,875 
EIQUSIN BySUD Olt eaean weirs se noe a stele otenctlep oh 1,160 1,199 


7. Interest capitalized 


The amount of interest capitalized in 1988 was $3.9 million 
(1987—$8.2 million). 


8. Pension plan 


The Corporation maintains a defined benefit pension plan for 
all employees who satisfy certain eligibility conditions. The 
plan provides pensions based on the highest annual average 
salaries of any six-year period multiplied by the number of 
years of credited service. 

The Corporation’s funding policy is to contribute the amount 
required to provide for current benefits attributed to service and 
for unfunded pension plan liabilities over periods permitted by 
regulatory authorities. 

Based on the actuarial valuation prepared as of January 1, 
1987 and using Management’s best estimate assumptions the 
status of the plan as at December 31 is as follows: 


1988 1987 


(in thousands of dollars) 
Projected value of accrued pension 
LYON UL « CRO So Mint Heit Gie SERIO RTC Orme 399,272 377,319 
Net assets available for benefits ........... 403,661 370,171 


Excess of net assets over projected value 
of accrued pension benefits............ P 4,389 (7,148) 


The cost of pension benefits charged to operating expenses, 
including amounts paid to government pension plans, current 
service costs, the amortization of past service costs and experi- 
ence gains and losses, was $9.6 million (1987—$9.5 million). 


9. Operating expenses 


Total operating expenses of the Corporation for the year 
ended December 31, 1988 amounted to $190.4 million (1987— 
$173.6 million), of which $164.7 million has been allocated to 
the Minister’s Account and Funds Administered in 1988 
(1987—$149.4 million). 


10. Commitments 


(a) Loans and investments 


Commitments outstanding for loans and investments 
amounted to $291.8 million at December 31, 1988 (1987— 
$405 million). 


(b) Operating leases 


Minimum future rental commitments for business premises 
and equipment under long-term non-cancellable leases for 
the next 5 years are: 


Business 
premises Equipment Total 
(in thousands of dollars) 

LOS9 je erent ey, ove ted evar seek 6,312 10,548 16,860 
L990 SPs Sector seen 4,596 9,758 14,354 
1991 cn. beatles ites cites 2,367 6,539 8,906 
1992) 5 ae aru.vcinth «8 eran on 797 5,687 6,484 
1993, 29. es orcdeyarsesger treats cud 491 5,593 6,084 


14,563 38,125 52,688 | 


(c) Capital lease 


Pursuant to the Corporation’s plans to consolidate National 
Office operations in one location it has entered into a series | 
of agreements pertaining to the construction of a new build- 
ing on Corporation-owned properly at its National Office 
location. Construction is expected to be completed by July, 
1990. 


The cost of construction, estimated at $39 million is being 
financed by way of a 25-year building lease which for | 
accounting purposes is considered a capital lease. Under | 
the lease the Corporation is obligated to make payments of 

$5.2 million per annum for the first 10 years and $3.6 | 
million per annum for the remaining 15 years of the lease 
term. Payments will commence on the first day of the month | 
immediately following the month which the date of com- 
pletion occurs. 
At the termination of the lease the Corporation assumes 

ownership of the building at a cost of one dollar. 


11. Comparative figures 


The 1987 comparative figures have been reclassified to con- | 
form to the 1988 statement presentation. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


MINISTER’S ACCOUNT 
AUDITOR’S REPORT 


TO THE HONOURABLE ALAN A. REDWAY, P.C., M.P. 
MINISTER OF STATE (HOUSING) 


I have examined the Canada Mortgage and Housing Corporation, 
Minister’s Account—Statement of Expenditures and Recoveries for 
the year ended December 31, 1988. My examination was made in 
accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, this financial statement presents fairly the expen- 
ditures for and recoveries from the Minister for the year then ended 
in accordance with the accounting policy described in Note | to this 
financial statement applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions in the Minister’s Account 
that have come to my notice during my examination of the financial 
statement have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Mortgage and Housing Corporation Act, the National Hous- 
ing Act and the by-laws of the Corporation. 


Robert D. Hepburn, C.A. 


of the firm Deloitte Haskins & Sells 
Ottawa, Canada 


February 22, 1989 


MINISTER’S ACCOUNT 


STATEMENT OF EXPENDITURES AND RECOVERIES 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 

Expenditures 
Marketnousing iene rec rcsksi ap cictamis ctediers cores 76,613 77,355 
SOCIalNOUSING Sepvegeestccaartsere rerere ise avees ors 1,337,676 1,309,299 
FLOUSIN DSU PD OL cetera teks dicate deer i 11,786 9,646 
@peratingcex PENSE Smeca re cyemy yr wererrer myn tekoye 95,957 83,357 
1,522,032 1,479,657 
Due from the Minister, beginning of year ....... 33,033 26,301 
1,555,065 1,505,958 
RECOV ELICS er rose MMS ferns cedeneia areeiancvacape velere ei ois 1,529,021 1,472,925 
Due from the Minister, end of year ............ 26,044 33,033 


See accompanying notes. 


MINISTER’S ACCOUNT 


NOTES TO FINANCIAL STATEMENT 
DECEMBER 31, 1988 


il. 


Significant accounting policy 


Expenditures made on behalf of the Minister of State (Hous- 
ing) are recorded as recoverable when disbursed. No accruals 
are made at December 31, 1988 in this account. The year-end 
for the Government of Canada is March 31, 1989, at which time 
accruals will be recorded in accordance with Treasury Board 
Guidelines and reported in the Public Accounts of Canada. 


Contingent liabilities 


In the normal course of operations, the Corporation is subject 
to legal claims, the effect of which cannot be determined until 
they are settled. During 1982, a large number of legal actions, 
which total approximately $48 million at December 31, 1988, 
were begun against the Corporation jointly with other parties 
claiming damages arising from installation of urea formalde- 
hyde foam insulation. The Corporation does not admit liability 
in this respect and it is unclear whether costs, if any, arising 
from these actions could be charged to the Government of 
Canada. In addition other legal actions totalling $25.1 million 
are pending against the Corporation to which the Corporation 
does not admit liability. If these actions were to be successfully 
maintained against the Corporation, charges against the Minis- 
ter’s account could result. No provision for possible loss arising 
from these legal actions is included in the accompanying state- 
ment of account. Should costs arise as a result of these actions 
they would be charged in the year when the costs are incurred. 


. Operating expenses 


The operating expenses charged to the Minister by the Cor- 
poration for the year ended December 31, 1988 amounted to 
$96.0 million (1987—$83.4 million). 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


FUNDS ADMINISTERED 
AUDITOR’S REPORT 


TO THE HONOURABLE ALAN A. REDWAY, P.C., M.P. 
MINISTER OF STATE (HOUSING) 


I have examined the balance sheets of the Funds Administered by 
Canada Mortgage and Housing Corporation: Mortgage Insurance 
Fund, Morgage-Backed Securities Guarantee Fund, Home Improve- 
ment Loan Insurance Fund and Rental Guarantee Fund as at 
December 31, 1988, and the statements of operations and deficit or 
surplus. I have also examined the statements of changes in financial 
position of the Mortgage Insurance Fund and the Morgage-Backed 
Securities Guarantee Fund for the year then ended. My examin- 
ations were made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of these funds as at December 31, 1988, and the 
results of operations and changes in financial position for the year 
then ended in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions that have come to my 
notice during my examination of these financial statements have, in 
all significant respects, been in accordance with Part X of the 
Financial Administration Act and regulations, the Canada Mortgage 
and Housing Corporation Act, the National Housing Act and the 
by-laws of the Corporation. 


Robert D. Hepburn, C.A. 


of the firm Deloitte Haskins & Sells 
Ottawa, Canada 


February 22, 1989 


FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND 


BALANCE SHEET DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 
ACCOUNLFECelVAaDIE MAY: Gia versie tele 7 cree ere ee 4,545 4,494 
Due from Canada Mortgage and Housing 
Corporationsgan yer ahs valde iv ace tees 13,066 
InvestmentinysecuriticSin mine seein n rey tone . 497,609 307,545 
MOrt Sages icitisveresctes, mtg aici apenons tas ees aaenrees 40,313 72,226 
Realiestate tages nies caiict, ctr kocmoysekarr eisaioke 153,008 172,114 
695,475 569,445 


See accompanying notes. 


LIABILITIES 


Accounts payable and accrued liabilities ...... ‘ 


Due to Canada Mortgage and Housing 


@orporation ypemteee teers crore Gia) sis ober seca drarice , 
AOA ON OME ENNIS vawnc ognoneoudonoos oo cK : 
Wnearmed premiums 6 recin scr seucvese te : 
Premiunideticiencvmerrttiscio. cae erie 3 


DY e te) eas oq oo cot ct iets Ger eee CC enon ; 


1988 1987 
9,480 11,128 
592 
166,937 170,047 
525,966 455,600 
108,601 190,767 
811,576 827,542 
116,101 258,097 
695,475 569,445 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
FUNDS ADMINISTERED FUNDS ADMINISTERED 
MORTGAGE INSURANCE FUND MORTGAGE INSURANCE FUND 
STATEMENT OF OPERATIONS AND DEFICIT STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
“Revenues Operating activities 
amedipreniuniseeer rene eect 113,959 102,987 Premiuimsmecely. cd esemmtia cat trcrsimitcrerstrcteree ; 184,325 163,041 
Applicationifees me Eeenet cect an kc sean 20,129 20,762 Application tees yeti a\-taelstleyeilie ls ielerel 20,129 20,762 
Investinentincome neta coterie eee 43,550 28,028 Investment-income-received ©... 0. .....5+6 : 29,213 25,041 
Claims: paidu Ure nerd antes bi weet ; (127,844) (175,892) 
BUIS28 eaeie Proceeds from sales of real estate .......... ‘ LARS 198,750 
Expenses Issuance and operating expenses ........... : (68,015) (64,969) 
MOSSHONICLAIINSweactetrictote tines ol eversiee onsiete ese eeiere 53,464 76,312 Ofna err tre ech tle ee : 3,985 5,922 
ISSUAnGOMerreme eter Nereis uss vias chaea Sie see 44,119 39,917 
Oe Re hk eran as 23,335 24,777 Moy PDS 
Adjustment to provision for Investment activities 
IAIN Se eRe. ONY he eh ie Ons soe (3,110) (93,145) IMVeEstinentainiseCHrities intrieracrr nr rae ; (176,626) (163,095) 
117,808 47,861 Increase (decrease) in due from 
F Canada Mortgage and Housing 
| DATS aay A os ete e On Oo Sam tome Chae 59,830 103,916 : 
Aaweument ts premium deticicney- et 82.166 71,276 Corporation yk yo socacrecr rore ayed eres << oaei c (13,658) 9,560 
SEE EYS h e  rere 141,996 175,192 See accompanying notes: 
DShicita De gINmin Crom y Cal mrt erriieee ise ere eres 258,097 433,289 
Deficitendiobyearsaasrachastcmyer-c iid sels aces 116,101 258,097 
See accompanying notes. 
FUNDS ADMINISTERED 
MORTGAGE-BACKED SECURITIES GUARANTEE FUND 
BALANCE SHEET DECEMBER 31, 1988 
(in thousands of dollars) 
ASSETS 1988 1987 LIABILITIES 1988 1987 
Due from Canada Mortgage and Wneamed/suarantee fees tiie ie ie eeiete ; 2,281 850 
Fousing Corporation satis yer ee ei ele 278 347 DOfICit Ao croettae oe erie eee ois suerte se : 363 413 
PUM ESTE! CA MySCCUIITICS mee ticretenle ciety ieee atone 1,560 
Detcrred Operating Cx PeENnSeSiae seis iil leisie ere 80 90 
1,918 437 1,918 437 


See accompanying notes. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 


FUNDS ADMINISTERED FUNDS ADMINISTERED 
MORTGAGE-BACKED SECURITIES GUARANTEE FUND MORTGAGE-BACKED SECURITIES GUARANTEE-FUND 
STATEMENT OF OPERATIONS AND DEFICIT STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
Revenue Operating activities 
Bamedsattarantec tees mmcraty trate tnr it tere 331 88 Guarantee fees received terre ners ; 1,762 938 
Application  feesiatay tre sisters -terate = etatncrert ore 261 113 A pplicationifeess oyna: ey. ater) aertiare roe ‘ 261 113 
Investment incomepeerern-earrereras serch 87 5 AnteresUrecei Ved ier riers lia ae eres 2 65 5 
eh SaLe7o NIA ekADDs- Operatingiexpensesmee reenter ree : (619) (709) 
E 1,469 347 
xpenses 
(Oye EE Ae cn occ tO AOR OCR ICD DOE ERS 629 619 Investment activities 
629 619 Investment inisecurities). 4... ooee eee eee: ‘ 1,538 
Net income (loss)a rer nae: dines vad weds te 50 (413) Eee 
Deficits beginning.ofyeatesy 4-1 eee tt eel 413 Increase (decrease) in due from 
Deficitxendiofyeareaa emia... ee lee means 363 413 Canada Mortgage and Housing 
: Corporation’ 2.45 aches cso oe aasroninueers : (69) 347 
See accompanying notes. 
See accompanying notes. 
FUNDS ADMINISTERED 
HOME IMPROVEMENT LOAN INSURANCE FUND 
BALANCE SHEET DECEMBER 31, 1988 
(in thousands of dollars) 
ASSETS 1988 1987 LIABILITIES 1988 1987 
INnvestmenfniseCuricles crrrst rt ri irl tte ter 1,024 940 SUrplUs yc serenererarsee ausraielel ones tere etecs oueheteererscacae : 1,070 946 
Due from Canada Mortgage and 
Housing: Corporation Geer ore ciiee ere 42 1 
Mortgages fancy. tciter een: ieee ao minersreenie site 4 5 
1,070 946 1,070 946 


See accompanying notes. 


FUNDS ADMINISTERED 
HOME IMPROVEMENT LOAN INSURANCE FUND 


STATEMENT OF OPERATIONS AND SURPLUS 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 

Revenue 
Investmentincome earacr iste eee tees 93 107 
© theres errr eae a tetecore stay vate enue: rarnbetare 40 21 
133 128 

Expenses 
Claims and operating expenses .............. 9 21 
INGRINCOMC erie it afi Bi ahcaares eva ecereienate 124 107 
Surplus; beginningioh yeareemretertm eo eeeeieiee 946 1,339 
Assets returned to the Government of Canada ... 500 


SUPPIUS, ENC Of VEarmeen ae ches evisrtonetcactr terete 1,070 946 


See accompanying notes. 
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CANADA MORTGAGE AND HOUSING CORPORATION—Continued 
FUNDS ADMINISTERED 
RENTAL GUARANTEE FUND 
BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 
ASSETS 1988 1987 LIABILITIES 1988 1987 
INVESTMENT IN !SECUTILIES Acts tne rete ede aro dd ote hots Beate 3,480 2,782 Accruediliabilities= scccticerwcrnie cautions ot / 413 18 
- Due from Canada Mortgage and Surplusvaeentrecttasetietrscerccetiete oie ries é 11,540 10,615 
Housing: Corporations: cerita eran iate ale tok 173 151 
Realestate syrvernter o secc ile ewes) oie siaieeie vie cree ale 8,300 7,700 
11,953 10,633 11,953 10,633 
See accompanying notes. 
FUNDS ADMINISTERED FUNDS ADMINISTERED 
pee GUARANTEE FUND NOTES TO FINANCIAL STATEMENTS 
STATEMENT OF OPERATIONS AND SURPLUS DECEMBER toes 
ae ete eR 31, 1988 1. Significant accounting policies 
Neots ds Olea) The principal accounting policies followed by the Corpora- 
tion in administering the Insurance and Guarantee Funds on 
1988 1987 behalf of the Government of Canada are: 
Revenue (a) Basis of presentation 
eee INCOME). cciofesce scies s mertacleebasets 4 284 297 Bill C-111, which established the Mortgage-Backed Se- 
therdaenercteve tata ert dais ateaelormahpavsielvensS acne 607 628 We Z 
curities Guarantee Fund, received Royal Assent July 21, 
891 925 1988. The Fund commenced operations January 1, 1987. In 
Expenses 1987, the results of the Fund’s operations were combined 
Provision for (gain) loss on with the Mortgage Insurance Fund. For 1988, the financial 
Tedliestate geen aren ne NeeFe Sioa eye cle (34) 34 position and results of its operations have been presented 
A oe re 925 89] in a separate set of financial statements. The figures for the 
Surplussbesinning of ycarmeeeee rece 10,615 11,224 Mortgage Insurance Fund for the year ended December 31, 
Assets returned to the Government of Canada ... 1,500 1987, have been reclassified accordingly. 
Su hich GIGLGRSEiRe nod oo dd acoso sucoo odode 11,540 10,615 (b) Investment in securities 
See accompanying notes. Investments are carried at amortized cost plus accrued in- 
terest. 
(c) Mortgages 
Mortgages are valued at cost less a provision for estimated 
losses. 
(d) Real estate 
Real estate acquired upon the payment of a claim resulting 
from a loan default is valued at net realizable value. Net 
realizable value is calculated as the current appraised value 
of the property, as determined by the Corporation, less the 
discounted value of estimated holding and disposal costs. 
Depreciation is not recorded on the real estate. 
(e) Provision for claims 


This provision represents the estimated loss on claims in 
process of payment and the estimated loss on loans, where 
defaults have occurred, but for which claims have not yet 
been received by the Corporation. 
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CANADA MORTGAGE AND HOUSING CORPORATION—C oncluded 


FUNDS ADMINISTERED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


(f) Premium deficiency 


Annually, the Corporation compares the amount of its un- 
earned premiums by line of business to the discounted costs 
of claims that have not yet occurred on insurance policies 
in force. Whenever it is determined that the unearned pre- 
miums on a line of business are inadequate to meet the 
expected net costs of future claims, a premium deficiency 
is established. The premium deficiency is taken into income 
on the same basis as the related unearned premiums. 


(g) Premiums 


Premiums are deferred and are taken into income over the 
life of the related policies based on the risk of default in 
each year. 


(h) Guarantee fees 


ae 


Guarantee fees are deferred and are taken into income over 
the term of the relative Mortgage-Backed Security issue on 
a straight-line basis. Issues currently exist for 5-,10- and 
20-year terms. 
(i) Application fees 
Application fees are recognized as income when received. 
(j) Investment income 
Investment income is recorded on the accrual basis. 
(k) Issuance costs 
Issuance costs are expensed as incurred. 


(1) Income tax 


The Insurance and Guarantee Funds are not subject to the 
provisions of the Income Tax Act, Canada. 


. Investment in securities 


(a) Mortgage Insurance Fund 
December 31 


1988 1987 
Book Market Book Market 
value value value value 
Bank deposits ..... 85,359 85,359 
Treasury bills...... 339,151 339,151 307,545 307,545 
Government 
of Canada 
Bonds synceaseraee 73,099 71,319 
pLOtAM sre thot rte 497,609 495,829 307,545 307,545 


(b) Other funds 


Investments in Treasury Bills for the other three Funds at 
December 31, 1988 collectively amount to $6.1 million 
(1987—$3.7 million). 


. Contingent liabilities 


In the normal course of operations, the Mortgage Insurance 
Fund is subject to legal claims, the effect of which cannot be 
determined until they are settled. At December 31, 1988, 12 
such claims totalling in aggregate $16.5 million are pending. 
The fund does not admit liability and, until the actions have 
been heard by the courts, it is impossible to determine if there 
is a potential liability in this respect and thus no provision for 
possible loss arising from these legal actions is included in 
these financial statements. Should costs arise as a result of these 
actions they would be expensed in the year when the costs are 
incurred. 


. Actuarial valuation—Mortgage Insurance Fund 


An actuarial study of the Fund as at September 30, 1988 
disclosed that the Fund continues to be insufficient to pay all 
future claims in respect of business in force. The deficit as at 
September 30, 1988 was estimated to be $141.4 million (Sep- 
tember 30, 1987—$251.7 million). 


. Insurance in force—Mortgage Insurance Fund 


At December 31, 1988, the insurance policies in force to- 
talled approximately $44.9 billion (1987—$41.7 billion). 


. Guarantees in Force—Mortgage-Backed Securities Guarantee Fund 


At December 31, 1988, the guarantees in force totalled ap- 
proximately $1.2 billion (1987—$0.4 billion). 


. Home Improvement Loan Insurance and Rental Guarantee Funds 


The Home Improvement Loan Insurance and Rental Guaran- 
tee Programs are no longer active. 


. Operating expenses 


The operating expenses allocated to the Funds by the Corpor- 
ation for the year ended December 31, 1988 amounted to $68.7 
million (1987—$66.0 million). 


. Comparative figures 


The 1987 comparative figures have been reclassified to con- 
form to the 1988 statement presentation. 
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SUMMARY PAGE 


CANADA MUSEUMS CONSTRUCTION CORPORATION INC, 


MANDATE 


99 


To construct in the National Capital Region the National Gallery of Canada, the Canadian Museum of Civilization, 


(formerly called The National Museum of Man) and any other museum as the Governor in Council may direct. 


BACKGROUND 


The new National Gallery came into public use in June 1988 and control and use of the building has since been transferred 
to the Department of Public Works. The Museum of Civilization opened in June 1989. To March 31, 1989, the government 
had allocated a total of $422.0 million for these construction projects including fit-up costs and initial operations. Some 
of this money will be disbursed by other agencies (National Museums of Canada, National Capital Commission and the 
Department of Public Works). Unless the Governor-in-Council directs otherwise, the corporation shall be wound up after 
these projects have been completed; the corporation expects that its operations will be ended by March 31, 1990. 


CORPORATION DATA 


HEAD OFFICE 55 Murray Street 
P.O. Box 395, Station A 
Ottawa, Ontario 


KIN 5M3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS OF 1982; by letters patent (No. 0132114) under the Canada Business 
INCORPORATION Corporations Act. 
CHAIRMAN AND CHIEF Robert Giroux 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 

At the end of the period 

GEES ANS S RO en coche dk Arar ar Re il ift ies eubnipak dha EET iT Af oe a 249.9 

Mplcations: to tne. private SCCtOl® ... wits ce cuts oe Aas war cicua aes nil nil 

PPB CAUONS LOmCADAUA 2) cyte nies he ak as oie uae ee nil nil 

BCOICY ONC ANA roosts sce Sas Sees alte oie nee ease ao P5555 226: 
Cash from Canada in the period 

OUI COCAT VMS vs Bary. calf 'v ranch ns wheke cio tehsh w ataeeteoe ARN PMre e weecs 68.0 68.8 

BOR DUGPCLALY) th227 on Serenade Geist, «5 caterer ate ceo nil nil 


* Assets etc. values reflect the transfer of the National Gallery to Department of Public Works. 


1987 


L732 
nil 
nil 

157.4 


66.0 
nil 


1986 


100.3 
nil 
nil 

91.3 


46.5 
nil 


100 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC. 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING 


The accompanying financial statements of the Canada Museums 
Construction Corporation Inc. are the responsibility of management 
and have been approved by members of the Board of Directors of 
the Corporation. The financial statements have been prepared by 
management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on man- 
agement’s estimates and judgement. Management is also 
responsible for all other information in the annual report and for 
ensuring that this information is consistent, where appropriate, with 
the information and data contained in the financial statements. 


Management has developed and maintains books of account, 
records, financial and management controls and information sys- 
tems. These are designed to provide reasonable assurance that 
assets are safeguarded and controlled and that transactions are in 
accordance with Part X of the Financial Administration Act and 
regulations, and the articles and by-laws of the Corporation. 


The members of the Board of Directors carry out their responsi- 
bilities for the financial statements principally through an Audit 
Committee which is composed of three directors, two of whom are 
not employees of the Corporation. The Audit Committee meets at 
least annually to review and advise the Board of Directors with 
respect to the financial statements and the auditor’s report thereon. 
The Audit Committee also oversees the internal audit activities of 
the Corporation and performs such other functions as are assigned 
to it. 


AUDITOR’S REPORT 


TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Canada Museums Construc- 
tion Corporation Inc. as at March 31, 1989 and the statement of 
changes in financial position for the year then ended. My examin- 
ation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the finan- 
cial position of the Corporation as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, and the 
articles and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 


The independent auditor, the Auditor General of Canada, is re- June 6, 1989 
sponsible for auditing the financial statements and for issuing his 
report thereon. 
R.J. Giroux 
Chairman and Chief Executive Officer 
R. Plourde 
Treasurer and Comptroller 
BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 
ASSETS 1989 1988 LIABILITIES 1989 1988 
Gashe rere cin we, se ntoxe aches toreta eel onersraser eyed cerry 453 2,843 Accounts payable and accrued liabilities ...... ‘ 12,481 14,281 
Accounts receivable Contractors’ holdbacks payable .............. ‘ OFT 9,504 
Due from Canada—Parliamentary 
appropriation, Ay .cv ni, se.- eters 4,700 At ous 
Government entities (Note'9) 2. 5.2...00-.-0- 15,723 6,997 . 
(OLNGISS pon b.c 00.50 5 io STOO 4 kg ater 77 258 SHAREBO LD ESS Ee Uiry 
Construction in progress (Schedule) ........... 156,178 239,784 Capial tock (Noe nee. ee 
Contributed capital (Note 4) ................ ‘ 155,473 226,097 
177,131 249,882 177,131 249.882 


Approved by the Board: 


R. J. GIROUX 
Chairman and Chief Executive Officer 


JEAN PIGOTT 
Director 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Operating activities 
Construction in progress (Schedule).......... (54,977) (71,646) 
Changes in non-cash assets and 
liabilities 
Accounts receivable from government 
ENUiticsrenGOthers wes: aes oasis bickese @ (8,545) (6,706) 
Accounts payable and accrued liabilities .... (1,800) 6,505 
Contractors’ holdbacks payable ........... (327) 1,451 
(65,649) (70,396) 
Financing activities 
Parliamentary appropriation (Note 4)......... 63,259 68,750 
ABOCICASCANICAS Mime teary sar ay oye evel: susie arove) sit acolo. eks6 (2,390) (1,646) 
Casiaubesinmil ooh catenins or seekers ee 2,843 4,489 
Cashiiat endofveatinyarccy-\1-tbyev ctydepocksen wea 453 2,843 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and activities 


The Corporation was incorporated on June 21, 1982 under the 
Canada Business Corporations Act as an agent of Her Majesty 
pursuant to the Government Companies Operations Act, and is 
named as a parent Crown corporation in Part I of Schedule III 
to the Financial Administration Act. Two-thirds of the capital 
stock is held by the Canada Lands Company Limited, also a 
parent Crown corporation, and one-third by the Minister of 
Public Works, the Responsible Minister with whom the control 
of the Corporation lies. 

The business of the Corporation is limited to construction, in 
the National Capital Region, of buildings for the National 
Gallery of Canada (NGC), the Canadian Museum of Civiliza- 
tion (CMC) (previously known as National Museum of Man) 
and any other national museum which the Governor in Council 
may direct, including the acquisition, control, administration 
and disposal of land required for the construction. Unless other- 
wise directed by the Governor in Council, the Corporation shall 
be wound up after completion of the museum construction 
projects. The Corporation expects to wind up its operations by 
March 31, 1990. During 1988-89, Treasury Board noted that the 
ongoing status of the Corporation beyond 1989-90 will be 
addressed in the Corporation’s next operational plan. 


(a) Funding 


In September 1981, the Government allocated $185 million 
for the two projects. This was revised in November 1983 to 
$191.45 million and subsequent additional increases were 
approved by Treasury Board as follows: 


$ 


69.54 million 
46.79 million 


Creel OYe iol os ea Koes aS Bia iain Sea Goss 
Co RETAIN ICLYT es ean amlate ea eeu mee 


STUY ORT ers ceive co ciel siete cerecas ear pve teal 0.75 million 
ome NOVEIMDETLIOS /meeere so ce eiersiete tare eee 4.5 million 
OVUM ft 98 5 er nveeat dor cyauencuctopere oxcl Ne rarscy ate) aire 9.5 million 
em MAY eT 9S OS argets Sennen sas Spree ie calico ousbedes 3.5 million 


(b) 


(c) 


bringing the total of funds allocated for construction of the 
museums to $326.03 million for the period to March 31, 
1990 as follows: 


NGC CMC Total 
(in millions of dollars) 
Constrctronisacesn ci oe ; 121.84 152.38 274.22 
Architects and consultants ... . 14.31 23.85 38.16 
136.15 176.23 312.38 
Administration expenses ..... 6.28 eed) 13.65 
142.43 183.60 326.03 


In January 1987, Treasury Board approved the estab- 
lishment of a special reserve of $142.8 million to provide 
the required funding to March 31, 1990 for all agencies 
(Department of Public Works, National Museums of Cana- 
da, National Capital Commission and Canada Museums 
Construction Corporation) involved in completing the Ca- 
nadian Museum of Civilization. The reserve is to cover all 
incremental costs associated with completing the Museum, 
including construction, fit-up, exhibit development and in- 
itial operating costs of the Museum. Treasury Board 
approved a project level of $176.23 million to complete 
construction of the Museum. Any further cost increases are 
to be absorbed within the reserve and/or from approved 
funds within the portfolios of the Ministers of Public Works 
and of Communications. 


Construction 


In February 1983, the Government approved the construc- 
tion sites and architects and, in November 1983 building 
concepts, construction schedule, and funding requirements 
for each museum. No provision was made for the cost of the 
sites. Major portions of the sites for the two museums are 
federally owned with the legal title to the lands currently 
belonging to the National Capital Commission (NCC) and 
the Department of Public Works (DPW). In keeping with 
the intent of the projects, which includes the eventual trans- 
fer of the completed buildings to Her Majesty in right of 
Canada, the NCC disclaims title to the construction in 
progress. In June 1988, the NCC transferred to DPW for a 
nominal consideration of $1 all lands relating to the Na- 
tional Gallery of Canada. Negotiations by DPW and NCC 
to acquire parts of the site of the Canadian Museum of 
Civilization that are not federally owned are continuing. 


Transfer of National Gallery of Canada building 


During 1988-89, custody and control of the National Gal- 
lery of Canada building was transferred from the 
Corporation to the Department of Public Works. According- 
ly, the construction in progress and contributed capital 
accounts have been reduced by the net construction cost to 
March 31, 1989 in the amount of $138.583 million. In 
accordance with the terms of the transfer, however, the 
Corporation continues to be responsible for resolving out- 
standing construction and consultant claims thereon. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued « 


(d) Authority for Canada Museums Construction Corporation 4. Contributed capital 


to act as agent for National Museums of Canada (NMC) 


On February 25, 1988, Treasury Board gave approval to 
amend the contracting authority for NMC in Part II of the 
Treasury Board Contracts Directive to include the follow- 
ing: "The NMC may, without the approval of the Treasury 
Board, enter into or amend a competitive construction con- 
tract related to the fit-up requirements for integration into 
the base building for the Canadian Museum of Civilization 
and the National Gallery of Canada provided the total 
amount payable under each contract does not exceed $2.5 
million and any amendments thereof do not exceed 
$250,000. This authority is only valid for requirements 
where the CMCC is used as the contracting agent for the 
NMC". 


(e) Fit-up and Exhibit development 


On June 26, 1987, Treasury Board gave preliminary project 
approval for fit-up and exhibit development of the Cana- 
dian Museum of Civilization at an estimated cost of $75.3 
million to March 31, 1990 and expenditure authority of $60 
million. Treasury Board has recently increased the expen- 
diture authority to $78.4 million. Responsibility for the 
fit-up and exhibition development has been assigned by 
Treasury Board to the National Museums of Canada (NMC) 
and the Canadian Museum of Civilization (CMC). 

An agreement has been reached with NMC for the Corpor- 
ation to provide certain services related to the design, 
supply and installation of elements of the exhibition devel- 
opment and fit-up work in conjunction with the Department 
of Public Works. These services are being provided by the 
Corporation on a cost recovery basis. 


The Corporation is also providing project management ser- 
vices On a cost recovery basis and is directing the work of 
the consultant designers and construction managers under 
an arrangement with the NMC for the NGC fit-up program. 


2. Significant accounting policies 


(a) Basis of accounting 


These financial statements account for the costs incurred 
by the Corporation in the construction of the museums. 
They do not account for costs incurred by the National 
Capital Commission for sites or by the National Museums 
of Canada for accommodation planning and fit-ups. 


(b 


~~ 


Capitalization 


All expenditures, including those for site evaluation, de- 
sign, construction and administration, will be capitalized 
until the museums are completed. Interest, management 
fees and cost recoveries are credited to construction in 
progress. Costs are allocated directly to each museum when 
they can be specifically identified. The Administration 
costs are allocated to each project on the basis described in 
Note 10. 


3. Capital stock 


The Corporation is authorized to issue three shares with a 
nominal value of $1 which shall not be transferred without the 
approval of the Governor in Council. 


During the year funding of $67.96 million (1988—$68.75 
million) was provided by parliamentary appropriation through 
Vote 20 of the Department of Public Works for the expenditures 
of the Corporation of which $63.259 million was received in 
the 1988-89 and $4.7 million in 1989-90. 


1989 1988 
(in thousands of dollars) 
Openingibalancem.) eer enters E 226,097 157,347 
Parliamentary appropriation ............. : 67,959 68,750 
Transfer of net cost of 
NGC@ibuilding 7 isccereecieses oer : (138,583) 
Ending balances icici arene ere : 155,473 226,097 


. Pension plan 


The Corporation has instituted, with a private sector organ- 
ization, a contributory pension plan covering all its regular 
employees. The employees and the Corporation contribute 
equally to the cost of the plan. The Corporation’s contributions 
represent its total liability and are recognized in the accounts 
on a current basis. Pension costs for the plan amounted to 
$79,593 for the year ended March 31, 1989 (1988—$78,392). 


. Contractual obligations 


As at March 31, 1989, commitments for construction and 
related costs amounted to approximately $22.8 million as fol- 
lows: 


(in thousands 


of dollars) 

Canadian Museumiof Civilization’... 5. eee ee é 22,541 
NationalGallery/of Canadaee.tavactc crate eet ener : 220 
22,761 


. Lease commitment 


The Corporation has renewed, until March 31, 1990, its lease 
agreement for office space. Under the terms of the lease the 
Corporation is responsible for payment of operating expenses 
and taxes to the lessor. The minimum annual rental payment for 
1989-90 is $378,326. 


. Contingencies and claims 


Claims have been made against the Corporation totalling 
approximately $15.0 million for additional fees and other costs. 
The final outcome of these claims is not determinable and 
accordingly these items are not reflected in the accounts. Set- 
tlements, if any, resulting from the resolution of these claims 
will be accounted for in the year in which the settlements occur. 

The Corporation has given notice to its architects of possible 
claims under professional liability insurance policies. These 
claims are under review. To date no actions have been taken by 
its architects or insurers and no provision for amounts to be 
recovered has been made in the financial statements. 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


9. Related party transactions 


(a) Under arrangements with the Department of Public Works, 
National Museums of Canada and National Capital Com- 
mission, the Corporation receives or provides various 
services. The following summarizes the transactions: 


(b) 


(c) 


Receivables 
National Museums 
of Canada 
Public space 
fit-up in 


CM Cee eict 


Imax/Omnimax 
Theatre in 


WINE Soom oo ese 


Rideau Street 


Chapelin NGC .. 


National 
Capital 
Commission 
Landscaping of 


NGC and CMC .. 


Department of Pub- 
lic Works 
Public utilities 

for NGC and 


Payable 
Department of Pub- 
lic Works 
Technical and 

engineering 


support services .. 


Accounts Amounts Amounts Accounts 
receivable billed (received) receivable 
(payable) to (from) paid (payable) 
March 31, during during March 31, 
1988 1989 1989 1989 
(in thousands of dollars) 

784 16,129 (2,987) 13,926 
1,785 2,804 (3,013) 1,576 
1,473 2,878 (4,317) 34 

275 (267) 8 

LSS 122 (1,271) 6 
1,535 3,357 (4,820) 12 
265 208 (387) 86 
15 15 

6,997 25,788 (17,062) 155723 
(81) (516) 139 (458) 


Under an agreement relating to landscaping of both mu- 
seums with the National Capital Commission, the 
Corporation is to be reimbursed for expenditures incurred 


to a maximum of $7.7 million. 


The Corporation receives audit and legal services without 
charge from the Office of the Auditor General of Canada 
and the Department of Justice of Canada respectively. 
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10. Administration expenditures 


The Corporation incurred the following administration ex- 
penditures during the year. In the past, these expenditures were 
allocated equally to each Museum on the schedule of construc- 
tion in progress. With the completion of the National Gallery, 
the method of allocation has been changed. It is now based on 
the cost incurred on each project relative to total annual con- 
struction costs. 


1989 1988 


(in thousands of dollars) 


Salaries and employee 


benefits Brrr aencin niece etrean scar cons ; 1,590 1,119 
Office accommodation) srt). oes : 432 348 
Technical and engineering support ....... ; 409 251 
Communications ogc. eee eel F 62 55 
Professional and special services ......... : 53 113 
Publichntormationeenee tice ier cree ‘ 35 31 
Utilities, material and 

SUPPLIES eeygcpncstarcecsseceeune ay sponarave eae : 33 35 
Travel and transportation ............... : 21 45 
Rentalofequipmicnt mastitis ieee ee F 19 25 
Office furniture and equipment .......... : 17 70 
Othergeasc ecm tins sree cree rerio ; 11 il9/ 

2,682 2,109 
Wessimanagement Ces. eetareis or -renrarer et ‘ (950) (227) 
Ley 1,882 
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CANADA MUSEUMS CONSTRUCTION CORPORATION INC.—Concluded 


SCHEDULE OF CONSTRUCTION IN PROGRESS 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


National Gallery of Canada Canadian Museum of Civilization Total 
Balance Balance Balance Balance Balance Balance 
to to to to to to 
March 31, March 31, March 31, March 31, March 31, March 31, 
1988 1989 1989 1988 1989 1989 1988 1989 1989 
Construction’costsy.. ses eee eee 108,515 3,851 112,366 76,003 40,510 116,513 184,518 44,361 228,879 
Architects and consultants ........... 12,632 977 13,609 18,924 3,516 22,440 31,556 4,493 36,049 
Fit-i pie nsec roe trae tien eae e ates 6 5,501 B15 8,776 Beis 18,275 21,788 9,014 21,550 30,564 
Construction managers .............. 5,244 350 5,594 5,072 2,569 7,641 10,316 2,919 183235 
Landscapinges tts <cricete oe dante. orate 4,233 981 5,214 1,675 4,225 5,900 5,908 5,206 11,114 
136,125 9,434 145,559 105,187 69,095 174,282 241,312 78,529 319,841 
Administration (Note 10) ............ 6,879 212 7,091 6,877 1,520 8,397 13,756 1 a /eyp2 15,488 
143,004 9,646 152,650 112,064 70,615 182,679 255,068 80,261 335,329 
Less: 
Funding by NUNC 
LOLHFLEEUP waists erat saskocte: siete aces 5,501 3,275 8,776 3,513 18,275 21,788 9,014 21,550 30,564 
Funding by NCC 
forlandscaping j.tose tle ieee 2,751 1,249 4,000 1,089 1,861 2,950 3,840 3,110 6,950 
InteresGincOMme ~a-eree peter eee ee eS 76 1,291 1,215 548 1,763 2,430 624 3,054 
9,467 4,600 14,067 5,817 20,684 26,501 15,284 25,284 40,568 
Neticost (cake tm ore er oer ote 133,537 5,046 138,583 106,247 49,931 156,178 239,784 54,977 294,761 
MransferofNG@toDPW i acne ese (138,583) (138,583) (138,583) (138,583) 


(Notessl(C)Fandy4) eerste kr ces 133,537 (133,537) 106,247 49,931 156,178 239,784 (83,606) 156,178 
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SUMMARY PAGE 
CANADA PORTS CORPORATION 


MANDATE 


Planning and coordinating the development of the 15 ports and harbours, previously administered by the National 
Harbours Board, to achieve the objectives of the national ports policy and support Canadian international trade objectives, 
as well as other social and economic objectives. The corporation is also responsible for the direct administration, 
management and control of the ports and harbours not granted local port corporation status. 


BACKGROUND 


The corporation was established in 1983 with responsibility for the 15 ports and harbours across Canada that previously 
fell under the jurisdiction of the National Harbours Board. Subsequently, local port corporations were established at 
Montreal and Vancouver (in July 1983), at Halifax, Quebec and Prince Rupert (in June 1984), at St. John’s (in June 1985), 
and at Saint John (in December 1986). These corporations are now operating with a high degree of local autonomy. 


CORPORATION DATA 


HEAD OFFICE 99 Metcalfe Street 
Ottawa, Ontario 
K1A ON6 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1983; pursuant to the National Harbours Board Act (R.S.C. 1970, 
INCORPORATION N-8, s. 3); reconstituted by the Canada Ports Corporation Act 
(R.S.C. 1985, c. C-9). 
CHIEF EXECUTIVE Jean Michel Tessier 
OFFICER 
CHAIRMAN The Honourable Ronald Huntington, P.C. 
AUDITOR Coopers & Lybrand 


FINANCIAL SUMMARY* ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) (restated) 
At the end of the year 


SEALE ASS CIS MROMEOB Cy cs ci ae iscsi ic wae ls syelas sai one ame hele, eae 102.9 95.4 100.4 Bale O 

ple atons to themrnvate SCCLON scare wpcionedniacieteres ns ole nil nil nil nil 

Ol AUOUSO Cau Aa ariaes clcts Sew ae ree ee ony soe 14a t** 5s 19;5 85.0 

EOTICTE ACsy GETTY. Ya beh energ Bae ore Reng PRR geen ee 82.9 88.7 67.5 93.1 
Cash from Canada in the year 

SMe UAT YIN TE BIE 8 ai aicss ana beletee a ohn phe serene © he wan Pe oot 13.0 14.1 

Seem OM OUI OG [AV oanyenn mone weerere ec: @ yore ameensnl tarreememetens 66: $- 57 nil nil nil 2.6 


* Assets and related liabilities of this corporation have been transferred to new local port corporations. 

** In 1987, $17.8 million loan principal owed to Canada was forgiven. That amount and related interest forgiven was 
added to the corporation’s contributed capital. 

*** Includes $12.7 in dividends to Canada declared and unpaid, plus interest. 
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CANADA PORTS CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Canada Ports Corporation 
as at December 31, 1988 and the statements of income and retained 
earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Coopers & Lybrand 


Chartered Accountants 
Ottawa, Canada 


February 17, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 
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ASSETS 1988 1987 
Current 
ashi re eka e other et cr eatatlnars ada ee ibook 348 351 
Investments(Note3) it onaciasiee aa oore ere 39,925 26,715 
Accountssreceivablek.s rem ceriecere seermeciers 1,597 2,303 
Duestronn Ganaday vas poctessetnrae ita earns 2,482 1,940 
Matenalsrandisuppliesimcecicerinie den ern nic 239 338 
44,591 31,647 
Investmentsi(Note:s)ioa) aseanctae ee eee cee 18,361 18,293 
Investment in Ridley Terminal Inc. 
Om (ay ee 0Y ois Gauls tad Omen HA OTRO Oa. PERS Aer 3,083 7,465 
Bixedlassets(NoteO)mt aca cectee ed wean oes iaoe 36,894 38,009 
102,929 95,414 


LIABILITIES 


Current 
Accounts payable and accrued liabilities (Note 7) 
Grants in lieu of municipal taxes ........... : 
Due to Canada (Note 8) 


Acciuediemployeeibenelitsmrsriitee/ ie eee . 
Loans from Canada(Note,9 ios.) 15 scenes 


EQUITY OF CANADA 


Contributedicapital a. cesar a. «cc aceon ; 
Retained Camingsieracie << = + «sceneries eacnsrastore es 


1988 1987 
3,908 3,268 
898 542 

12,668 

17,474 3,810 
tea! 1,392 
1,406 1,487 
Pao /T) 2,879 
73,638 73,638 
9,240 15,087 
82,878 88.725 
102,929 95,414 


On behalf of the Board: 


THE HONOURABLE A.R. HUNTINGTON 
Chairman 


JEAN MICHEL TESSIER 
President and Chief Executive Officer 
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CANADA PORTS CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 
REVENUE ALOMMOPELANONS fae cieie 6103's sie) 6 ol sfel : 7,026 
Operating and administrative expenses—Net .... 9,288 
Depreciation ira rtaeciue tec terete 2,592 
Grants in lieu of municipal taxes ............. : 1,117 

12,997 
Net lossifromoperationsinss secu a Seioeioiep-weerie (5,971) 
INVSEMEND INCOME Mey eyes sete os Hoes ES © oie. 2) ose 4,750 
BDICTESEXDONSGx tee Meda te cece cots erehie) sto.+ : (118) 
Net income (loss) before the 

unde motediitem rn sere aay ta ley. crareusytic arovoyere 4p (1,339) 
Share in loss of Ridley Terminals Inc. 

IN Ote Aire ent erect oer ta ctatecrce nee nator (4,382) 
INGtHLOSS vcrcsenceeepepsceVaycuseesiots cauons/ossioxs ‘stegtue nvcs< o016 (5,721) 
Retained earnings at beginning of the year, 

AS TEStAteGMINOlS 4) areiarrersrpeeiersrereeretel oterre 15,087 
Dividend to Canada (Note 8) ..............-- : (126) 
Retained earnings at end of the year ........... 9,240 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1987 


13,331 


10,677 
2,822 
1,202 


14,701 


(1,370) 
4,368 
(123) 


2,875 


(3,994) 
(1,119) 


17,211 
(1,005) 


15,087 


1988 1987 
Operating activities 
INCTHOSS Mees ie cs hia alte eerie nieees (5,721) (1,119) 
Items not affecting cash 
Depreciation gtr trakuae tate ters otors ses elens ele 2,592 2,822 
Share in loss of Ridley 
Merminals Ine;* sees. sets hace eee. é 4,382 3,994 
Other eres See eee aes eas wales (218) 95 
Decrease (increase) in operating components 
Of Working Capitallt Vase. saecye sats sie ses 5s 13,927 (4,358) 
Cash provided by operating activities ........ 14,962 1,434 
Financing activities 
Capifaltorantse eas oy. tines ca etarniesterens DAIS 2,144 
EoansMfronCanada pits. tA. hme. Tt atk (81) (75) 
DividenditoiCanadal iio, clelne wom.e sate (126) (1,005) 
Cash provided by financing activities ........ 2,568 1,064 
Investing activities 
Additions to fixed! assets Mis) )telebisis totes ele’ « 4,353 Sy 5)) li/ 
Proceeds on disposal of fixed assets .......... (30) 4 
Cash required by investing 
ACCUVALIOS hrc Soot te ayt cies acre ts closele ohaarers) 4,323 3,521 
Increase (decrease) in cash and short-term 
ATVESIMEMS 5 cicec oe ae scucyskehess sokigs caus le loriec esa oie 13,207 (1,023) 
Cash and short-term investments at beginning 
TUNCAY CAR aon che «hin svaS cnatiara cieMoe ebm. o% 27,066 28,089 
Cash and short-term investments at end 
OMENS Var ert ieee Ne eastcdaten th mars seernr 40,273 27,066 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Canada Ports Corporation Act 


Canada Ports Corporation is established under the Canada 
Ports Corporation Act. The Act provides for the establishment 
of local port corporations to manage and operate selected ports. 
The Corporation is named in Part II of Schedule III of the 
Financial Administration Act and is exempt from income tax. 


. Significant accounting policies 


(a) Financial statements 


The financial statements of the Corporation include the 
accounts of all the ports and other facilities under its ad- 
ministration. The activities of the local port corporations 
are excluded from the financial statements from the date of 
their establishment. 


(b) Investments 


The investments are shown at amortized cost whereby pre- 
miums or discounts from par value are amortized over the 
periods to maturity. 


(c) Investment in Ridley Terminals Inc. 


The investment in Ridley Terminals Inc. is accounted for 
on the equity basis. 


(d) Fixed assets 


Fixed assets are recorded at cost except for those trans- 
ferred to the Corporation from Canada, which are recorded 
at appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from Ca- 
nada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes 
operational, using rates based on the estimated useful lives 
of the assets. 


(e) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both 
the employees and the Corporation. The annual contribu- 
tions represent the liability of the Corporation for pensions 
and are recognized in the accounts on a current basis. 


(f) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based 
on estimated municipal assessments adjusted in accordance 
with the Municipal Grants Act. Grants are paid after the 
amounts have been audited by the Municipal Grants Divi- 
sion of Public Works Canada. Any adjustments upon 
finalization are reflected in the accounts in the year of 
settlement. 


(g) Employee benefits 


The Corporation accrues in its accounts the estimated lia- 
bilities for severance pay, annual leave and overtime 
compensatory leave, which are payable to its employees 
under its collective agreements, or in accordance with its 
policy. 


. Investments 


Investments, which are direct and guaranteed securities of 
Canada, are shown at amortized cost. As at December 31, 1988, 
and 1987, the market value of the current investments approxi- 
mates their amortized cost. At December 31, 1988, the market 
value of the long-term investments is $20,232,000 
($20,248,000 in 1987). 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


4. 


Investment in Ridley Terminals Inc. 


Ridley Terminals Inc. ("RTI") was incorporated on December 
18, 1981, under the Canada Business Corporations Act for the 
purpose of constructing and operating coal terminal facilities 
on Ridley Island in Prince Rupert, British Columbia. RTI is 
exempt from income taxes. 

RTI’s throughput revenue is currently dependent upon the 
production of two coal producers. The coal producer who cur- 
rently ships the larger tonnage through RTI’s facilities has 
entered into a price arbitration process with its customers. The 
results of this arbitration process could have a significant econ- 
omic impact on the coal producer, which in turn could affect 
the relations of RTI with this customer. The continued oper- 
ations of RTI and the current carrying value of its terminal 
facility are dependent on a viable level of coal throughput from 
its customers and continued financial suppport from the Gov- 
ernment of Canada. 

At December 31, 1988, the Corporation had acquired, at a 
cost of $23,021,400, 90% of the issued common shares ($900) 
and 100% of the Class A preference shares ($23,020,500) of 
RTI. As of that date, Fednav Limited had acquired, at a cost of 
$23,020,600, 10% of the issued common shares ($100) and 
100% of the Class B preference shares ($23,020,500) of RTI. 

The Class A preference shares carry a fixed cumulative 
dividend at a rate of 18% per annum on their stated value. The 
Class B preference shares carry a fixed cumulative dividend at 
a rate sufficient to net 20% after tax per annum on their stated 
value. The annual dividend of 20% on the Class B preference 
shares is a net sum after deducting an amount equal to the 
prevailing aggregate federal and provincial corporate income 
and profits taxes applicable to the dividend. 

Holders of the Class A and B preference shares are entitled 
to interest at the respective dividend rates on dividends accrued 
but not paid. Unpaid interest compounds annually at the same 
respective rates. Interest has accrued since April 30, 1982. The 
preference shares are redeemable at any time at their stated 
value plus accrued dividends and unpaid interest thereon. Pref- 
erence dividends and related interest in arrears at December 31, 
1988, calculated at tax rates prevailing as at that date with 
respect to the Class B shares amount to: 


1988 1987 
(in thousands 
of dollars) 

Class A preference shares held by Canada 

Ports| Corporation anche ae as eae : 37,452 27,835 
Class B preference shares held by Fednav 

DEUS ire ens cac cen sane 3 ayse Meee eas 5 81,853 65,847 

119,305 93,682 


The Corporation’s investment in RTI is accounted for on the 
equity basis. Application of this method for years in which RTI 
has a deficit requires that the Corporation recognize a share of 
the results of operations of RTI equal to its participation in the 
total equity of RTI which, at December 31, 1988, was 50%. For 
years in which RTI has retained earnings, the Corporation’s 
share of the results of operations will be proportionate to its 
shareholding in common shares, after recognizing the dividend 
requirements of the two classes of preference shares. 
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The investment in Ridley Terminals Inc. is composed of: 


1988 1987 
(in thousands 
of dollars) 
Balance at beginning of the year ......... 3 7,465 11,459 
SharesimlOsst erga caus cia ete ee Oe ; (4,382) (3,994) 
Balance .atiendioftheiyeati ssc : 3,083 7,465 


In 1987, RTI has negotiated a reduction of $644,000 in the 
property tax assessment for 1985. The Corporation’s retained 
earnings as at January 1, 1987, have been adjusted by $322,000 
representing its 50% share of the amount received. 

A summary of the balance sheet of RTI as at December 31, as 
reported in its audited financial statements shows: 


1988 1987 
(in thousands 
of dollars) 
Assets 
Gurren tevenertnsoteiatin ss Oh eres 4,772 1,786 
Fixed: ete scares ous Cea a A ores 213,311 219,245 
Othertpre see cor acne ae Eee Rene 67 © 
218,150 221,106 


GuUrrenticra esas ncisioens Geo ator ernonslae 3,481 1,387 


Rong-termidebtaenaciiicriiet renner rit: 207,323 203,608 
210,804 204,995 

EQuity’ 7S rete vote cosievcesre clarence onecenaere : 7,346 16,111 
218,150 221,106 


RTI has two long-term financing agreements with a major 
Canadian bank as follows: 


(a) A construction credit loan agreement which is guaranteed 
unconditionally by Canada and is further secured by a 
$250,000,000 subordinate fixed and floating charge collat- 
eral demand debenture. On July 1, 1985, all borrowings 
converted to a fifteen year term loan with specified semi- 
annual repayments commencing July 31, 1991 through 
January 31, 2000. Interest on any bank loan is at the bank’s 
prime rate, payable monthly. The Bankers’ Acceptance fee 
is currently 1/2% per annum. 


(b) A revolving credit loan agreement which provides an 
$80,000,000 credit facility for advances on a revolving 
basis until June 30, 1989 at which time all borrowings will 
convert to a term loan repayable in specified semi-annual 
instalments commencing July 31, 1989 through January 31, 
1992. Interest on the bank loans is at the bank’s prime rate 
plus 1/4% per annum, payable monthly. The Bankers’ Ac- 
ceptance fee is currently 3/4% per annum. 


This agreement is secured by a $350,000,000 first fixed and 
floating charge collateral demand debenture with the termi- 
nal facility as security and an assignment of the lease from 
the Prince Rupert Port Corporation. 
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CANADA PORTS CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
_ DECEMBER 31, 1988—Continued 


As at December 31, 1988, drawings under these agreements 
were as follows: 


1988 1987 
(in thousands 
of dollars) 
(a) Construction credit loan agreement— 
Bankers’ acceptances, net of unamor- 
tized interest charges ............. : 198,818 198,625 
(b) Revolving credit loan 
agreement— 
Be ankalOan Sameer ae creer ae aa sens Ossie : 1,800 1,000 
Bankers’ acceptances, net of unamor- 
Lizedanteresticharges snry- vers «tee ; 7,930 3,983 
ne Norsisom. plabira'os3% 
208,548 203,608 
Less: current portion of long-term debt ..... e225 
207,323 203,608 


Based on the amounts borrowed under the credit facilities as 
at december 31, 1988, annual principal repayments over the 
next five years amount to $1,225,000 in 1989, $3,185,000 in 
1990, $8,662,500 in 1991, $11,690,000 in 1992 and 
$14,962,500 in 1993. 

The results of operations of RTI for the year ended December 
31, 1988, in comparison with the year ended December 31, 
1987, are as follows: 


1988 1987 
(in thousands 
of dollars) 

Revenue tromioperationsay).-- eens seer 30,676 27,625 
Operating and administrative expenses ..... 12,675 11,736 
Depreciation rapeeyap vada tector ere ekur peers 6,746 6,530 
Interest ExpensSeerie. to chet Neeser. esis creenesore as 20,020 17,348 

39,441 35,614 
ING@EOSSieaarresctarec rate abo. nrs toperscetata: stare! siancsonss eye (8,765) (7,989) 


. Debentures of Saint John Harbour Bridge Authority 


The Saint John Harbour Bridge Authority ("the Authority") 
is indebted in the amount of $13,921,000 (1987—$14,041,000) 
to the Corporation which in turn is indebted to Canada in the 
same amount, in accordance with the provisions of Vote L106B, 
Appropriation Act No. 7, 1967, 1967-68, c. 8. The interest and 
repayment terms of the parliamentary advances to the Corpor- 
ation are identical to those of the debentures of the Authority. 
Under the terms of the agreement between Canada and the 
Authority, Canada, in effect, has guaranteed the repayment of 
both principal and interest on the debentures. Accordingly, the 
debentures received have been offset against the advances and 
loans payable to Canada such that they are not reflected as an 
asset and a liability on the balance sheet. Interest income and 
expense of $955,000 (1987—$964,000) have been similarly 
offset and do not appear in the statement of income and retained 
earnings. 

On July 9, 1981, the Treasury Board agreed to the transfer of 
the responsibility for the administration of the indebtedness of 
the Authority as well as the equivalent loan payable to Canada 
from the accounts of the Corporation to those of Transport 
Canada. As at December 31, 1988, Transport Canada has not 
completed the transfer. 


109 
6. Fixed assets 
(a) Summary 
1988 1987 
Accu- 
Depre- mulated 
ciation depre- 
rates Cost ciation Net Net 
% (in thousands of dollars) 

and acercisere ; 4,426 4,426 4,419 
Dredging ..... 2.5-6.7 9,489 5,688 3,801 4,112 
Berthing 

structures... 2.5-10 34,542 16,978 17,564 18,003 
Buildings ..... 2.5-10 15,778 11,937 3,841 4,054 
Utilines*. 3.3-10 2,811 1,345 1,466 1,531 
Roads and 

surfaces .... 2.5-10 DOH 1,597 676 705 
Machinery and 

equipment .. 5-100 18,864 15,059 3,805 4,209 
Office furni- 

ture and 

equipment .. 20 3,080 2,471 609 320 
Works 

under 

construction . 706 706 656 

91,969 55,075 36,894 38,009 


(b) Capital grants 
During the year, the Corporation received capital grants 


totalling $2,775,000 (1987—$2,144,000) towards the con- 
struction of fixed assets. 


(c) Capital expenditure commitments 


Contractual obligations for the completion, construction 
and purchase of fixed assets are estimated at $2,077,000, of 
which most will be expended in the year ending December 
Bil, WEL), 


. Accounts payable and accrued liabilities 


Included in accounts payable and accrued liabilities are 
deferred revenues for $467,000 (1987—$144,000) and current 
portion of long-term liabilities for $81,000 (1987—$75,000). 


. Due to Canada 


During the year, the Treasury Board authorized that the 
dividend payments to be made in 1988 and 1989 by Canada 
Ports Corporation and the local port corporations, be used to 
establish an interport loan fund. This fund will be administered 
by the Corporation and will assist in providing financing of 
capital projects of the Ports Canada corporations. 

As at December 31, 1988, the Corporation held $12,668,000 
representing the dividend payments made in 1988 and interest 
earned thereon, pending approval by Canada of the estab- 
lishment of the interport loan fund in 1989. The funds have been 
invested in direct and guaranteed securities of Canada and are 
included in the current investments on the balance sheet of the 
Corporation. 
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CANADA PORTS CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


9: 


Loans from Canada 


1988 1987 
(in thousands 
of dollars) 
Loans bearing interest at 6.44% and 
9.09%, repayable in blended annual 
instalments of principal 
and interest of $193,000 and 
maturing on December 31, 2000 ....... ; 1,487 1,562 
esssicurrent portionirnieeeis asic. > dane (81) (75) 
1,406 1,487 


Principal repayment requirements over the next five years 
amount to $81,000 in 1989, $87,000 in 1990, $93,000 in 1991, 
$100,000 in 1992 and $108,000 in 1993. 


. Contingencies 


Claims aggregating approximately $1,897,000 in respect of 
lawsuits, guarantees, employee agreements, damages allegedly 
suffered on the Corporation’s property and sundry other matters 
in dispute have been received by the Corporation but are not 
reflected in the accounts. In the opinion of the Corporation, the 
final outcome of such claims should not result in any material 
financial liability. 

The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’compensation claims. 
Any costs arising from these risks are recorded in the accounts 
in the year they can be reasonably estimated. 
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SUMMARY PAGE 
CANADA POST CORPORATION 


_ MANDATE 


_ To operate a postal service on a self-sustaining financial basis while providing a standard of service that will meet the 


needs of Canadians. 


- BACKGROUND 


_ The Canada Post Corporation Act requires the corporation to fulfill its mandate while "improving and extending its 
| products and services," having regard to "the need to conduct its operations on a self-sustaining financial basis." The 


corporation is also called upon to manage its human resources "in a manner that will both attain the objects of the 
corporation and ensure the commitment and dedication of its employees." Canada pays subsidies to the corporation in 


_ support of the publishing industry, for Northern parcel mails, parliamentary free mail, and blind persons’ free mail. The 


corporation does not now receive operating subsidies from Canada. 


_ CORPORATION DATA 


HEAD OFFICE Sir Alexander Campbell Building 
Confederation Heights 

Ottawa, Ontario 

K1A OB1 

STATUS — Schedule III, Part II (since June 1, 1989) 


— an agent of Her Majesty 


The Honourable Harvie Andre, P.C., M.P. 


~ DEPARTMENT 


_ YEAR AND MEANS OF 
_INCORPORATION 


_ CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


Industry, Science and Technology 


1981; by the Canada Post Corporation Act (R.S.C. 1985, c. C-10), 
proclaimed October 16, 1981. 


Donald H. Lander 


Sylvain Cloutier 


Maheu Noiseux and the Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial year ending March 31. 


1989 1988 1987 1986 
At the end of the period 
“ESLER RS i ea Sin ae Aer er Op eye re na cra 2,734 2,574 2,629 2,451 
PPoisealonestoune Drvale SCCIOl «11s sscdae sestniaecumbesoia sales nil nil nil nil 
Pie atons: (0 Can adams tae einen eees cheeses retreat 80 nil nil nil 
era OL A AN AGA: ths 5-¥0 5.0) claw oe nice oat ne MnO TA Crees 1,643 Lol 1,598 1,576 
_ Cash from Canada in the period 
i — ESR AI re IN oe ees 5 a nin ee aad bus /oe eo Ree Rete oa nil 191] 232 184 
ON DUBE LAL Y® «iain nt slasrastsns a sise ve in my ni oh ay wth « “ab a NE Giles 4 80 nil nil nil 


_* Budgetary amounts do not include payments for cultural and special mails. 
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CANADA POST CORPORATION 


MANAGEMENT?’S RESPONSIBILITY FOR FINANCIAL 
REPORTING 


Management and the Board of Directors are responsible for the 
financial statements and all other information presented in this 
annual report in accordance with the Financial Administration Act 
and regulations. The financial statements have been prepared by 
management in accordance with generally accepted accounting 
principles and, where appropriate, include amounts based on man- 
agement’s estimates and judgement. 


Management has developed and maintains books of account, 
records, financial and management control and information systems 
and management practices. These are designed to provide reason- 
able assurance as to the reliability of financial information, that 
assets are safeguarded and controlled, and that transactions are in 
accordance with the Financial Administration Act and regulations 
as well as the Canada Post Corporation Act and by-laws of the 
Corporation. Internal audits are conducted to assess these systems 
and practices. 


The Board of Directors ensures that management fulfills its re- 
sponsibilities for financial reporting and internal control through 
the Audit Committee, which is composed of five directors, four of 
whom are not employees of the Corporation. The Audit Committee 
meets quarterly to oversee the internal audit activities of the Cor- 
poration and at least annually to review and advise the Board of 
Directors with respect to the financial statements and the auditors’ 
annual report. 


The Corporation’s external auditors, the Auditor General of Ca- 
nada and Maheu Noiseux, examine the financial statements and 
report to the Minister responsible for Canada Post Corporation. 


BALANCE SHEET MARCH 31, 1989 
(in thousands of dollars) 
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AUDITORS’ REPORT 


TO THE MINISTER RESPONSIBLE 
FOR CANADA POST CORPORATION 


We have examined the balance sheet of Canada Post Corporation 
as at March 31, 1989 and the statements of equity of Canada, 
operations and extraordinary restructuring costs and changes in 
financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we con- 
sidered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
result of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Post Corporation Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Maheu Noiseux 


Chartered Accountants 
Ottawa, Canada 


June 2, 1989 


ASSETS 1989 1988 


Current assets 


Cash and short-term investments ............ 624,600 603,426 
ACCOUNTS TECEIVaDIei ay anee et ines  tolemaanaee 77,216 55,700 
PrepardiexpenSeSaeycntareieacraeiiamiel street re. 40,093 46,343 
741,909 705,469 
Bixedsassetsi(Note:s) an nner eee 1,649,575 1,528,214 
Other assets 
Segregated cash and investements 
(Note4i(a)i ge Aten 4 eats sleet acer mines tener 41,094 
Deferred employee termination 
benefitsi acces sre ciaus ctemetereate rer. 301,309 391,844 
Collection of postal 
memorabiliai(Note!d) smear eer 1 l 
342,404 391,845 
2,733,888 2,625,528 


LIABILITIES AND EQUITY OF CANADA 1989 1988 


Current liabilities 


Accounts payable and accrued liabilities .... . 270,198 209,715 
Salaries’andibenefitsis. eto eee : 185,399 187,148 
Deferred revenues! cnmer. recreate ee ; 167,980 160,106 
Outstanding money orders ................ : 48,584 64,597 
672,161 621,566 
Wong=term) debti(Note:6) ire ee rereriee 4 80,000 
Employee termination benefits (Note 4 (b)) .... . 339,122 391,844 
EQUITY OF CANADA 
Contributedicapitalieyaa.- treater : 1,943,425 1,943,425 
Accumulated losses from 
Operations we gecveet serra suk at ae F (13,876) (110,063) | 
Accumulated extraordinary 
restructuring costs, recoverable 
instuture postaliratesi.. a5. tasters : (286,944) (221,244) 
1,642,605 1,612,118 
2,733,888 2,625,528 


Contingent liabilities (Note 7) 
Approved by the Board: 


SYLVAIN CLOUTIER 
Chairman of the Board 


A. E. DOWNS 
Member, Audit Committee 
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CANADA POST CORPORATION—Continued 


STATEMENT OF EQUITY OF CANADA 


YEAR ENDED MARCH 31 
(in thousands of dollars) 


Contributed capital 


At besinning On yearmea sigs. ascii Adare 


Parliamentary appropriation for 
capital and extraordinary 


TE SUMUCLUTIN SUCOSISU prea ete. «.c aisueyens| sisi 


ATeNd OLVeati a Ya: bie civeaeickatn ntl euerals 


Accumulated losses from operations 


At DESINNIN SOL Cate. seistos twists «crabs «es 


Income (loss) from operations after 
amortization of extraordinary 


TE SIPLUCEUTIN Se COStS errata aie tvers aetaisre ei 
Governinentiunding aqemalaen ee eee «eae 


AN HENGtOLAY Calman nitrated hcl siicne i cksi=xero eke 


Accumulated extraordinary restructuring 
costs, recoverable in future 
postal rates 


AAtIDeSINNINg Oly Caleenaereyacreete- snl de beiey kc 
Additions during the year so6).6 «6. 150% «0 
Amortization) for the year e: 5 <1cr oles epteneynicas 


Atviendiofsyear MHI. aay Sel: eke fe 
PQuityroinGanadaws reader aie te ste cre seers ike 


STATEMENT OF OPERATIONS AND 


EXTRAORDINARY RESTRUCTURING COSTS 


YEAR ENDED MARCH 31 
(in thousands of dollars) 


Revenue from postal operations 


Postal reyenues aq asmmsayise soareerd ery nce 
Payments on behalf of postal users ......... 


Cost of postal operations 


Salanies:and Dene fits cs can. wi ates 
slirans portation Barrer eons errs ante rere 
PN CCOMMOU a tlOM sets ae ceva isan anclcue cise cicie siege ere 
Mepreciationtamernys ceri tees cette el sce 
Othe iasercs cern ect oe ol obs cake, sistoginanatere 


Income (loss) from postal operations ......... 


~ Other income 


TIL TOS Orie nc eterna eee Gan Rade 


Gain (loss) on disposal 


OPTI KEdaSSetS eek ae ee ek meee 


_ Other expense 


: 
: 


AT eTCS Gere meee ays eco e bros Crue Seis wre s 


Amortization of deferred employee 


termination: DenenitScryae-tacrereor tens ar 


Income (loss) from operations .............. 


Amortization of extraordinary 


RESELUCTHUIEIN O<COSISs an letemr ain ieeesiteie cies ete 


Income (loss) from operations after 


amortization of extraordinary 


FESUPLICEUTIN 2 COSIS mates cy eeieyetere/eysusleseleis/s/ sreet 


Extraordinary restructuring costs, 
recoverable in future 


DOSEALALES Mamet sp ttereder starchy aye ened se islets 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED MARCH 31 
(in thousands of dollars) 
1989 1988 1989 1988 
Operating activities 
1,943,425 1,739,388 Income (loss) from operations ............. : 154,016 (30,013) 
Items not requiring cash 
Depreciationig-ns by. yacy betta a oto Ser aces : 100,603 92,925 
204,037 (Gain) loss on disposal of fixed 
1,943,425 1,943,425 assets eA AIE Sie AER SP s (29,332) 46 
Amortization of deferred employee 
termination) benctitsie mec ele s 34,163 
(110,063) (102,300) Accrued employee termination 
DEneLICS ee teretcesr sara acre te earache ants : 22,155 22,180 
30,000 Goverment funding vera ate e eer 3 30,000 
Change in non-cash working capital 
(13,876) (110,063) ISHS ee eee Serena | 35,329 (38,625) 
316,934 76,513 
Extraordinary restructuring activities 
(221,244) (38,748) Extraordinary restructuring costs, 
(123,529) (190,246) recoverable in future 
57,829 7,750 postal iratesiay [5 eee Paes velo oho eee 3 (123,529) (190,246) 
(286,944) (221,244) Financing activities 
Long-termidebign. a.ciaace ce eee reek . 80,000 
1,642,605 1,612,118 Employee termination benefit 
PAYMENIS Tee avccs.. cea eta ee ae ae oe 3 (18,505) (22,180) 
Parliamentary appropriation for 
capital and extraordinary 
FESIMUCLUTIN ICOSESia.f. Gate ete ete ees : 204,037 
61,495 181,857 
Investment activities 
1989 1988 Acquisition of fixed assets RATE ene oat oh ; (244,144) (120,934) 
Parliamentary appropriation for 
Specialspurposestiy. rier. sicher ee etet 3 327 106 
3,160,623 2,886,888 Proceeds on disposal of fixed assets .......... 51,185 482 
250,593 251,593 Increase in segregated cash and 
3,411,216 3,138,481 IMCS 5 oc olke.sch SOME O BARD lo Sedan ; (41,094) 
(233,726) (120,346) 
2,324,031 2,268,485 Increase (decrease) in cash and 
341,417 331,854 short-term investments ...............-.+-- 21,174 (52,222) 
197,395 187,585 ; 
100.603 92.925 Cash and short-term investments 
349,694 287.562 at besinning offyeata pears t er tee tae : 603,426 655,648 
Cash and short-term investments 
oolsls) eeeat atiend.of year" trea 20a. Siders cits ie et ae 624,600 603,426 
98,076 (29,930) 
68,086 70 
NOTES TO FINANCIAL STATEMENTS 
29,332 (46) MARCH 31, 1989 
97,418 24 : 
1. Incorporation 
7315 107 The Corporation was established by the Canada Post Corpor- 
1 ation Act on October 16, 1981 to operate a postal service ona 
34,163 self-sustaining financial basis while providing a standard of 
OOS. 107 service that will meet the needs of the people of Canada. The 
. Corporation is a Crown corporation included in Part I of Sche- 
154,016 (30,013) dule III to the Financial Administration Act and is an agent of 
Her Majesty. The Corporation is exempt from income taxes. 
Dike mp The Canada Post Corporation Act provided that all the 
property, assets, rights, obligations and liabilities of the Post 
Office Department be transferred to the Corporation from the 
96,187 (37,763) Government of Canada. 
123,529 190,246 
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CANADA POST CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


2. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. A summary of 
the significant accounting policies of the Corporation follows: 


(a) 


(b) 


(c) 


Rate regulation 


The Canada Post Corporation Act provides that the Corpor- 
ation may make regulations prescribing rates of postage 
that are fair and reasonable so as to provide revenue 
together with any revenue from other sources, sufficient to 
defray the costs incurred by the Corporation in the conduct 
of its operations. The Corporation is required to publish 
each proposed regulation for interested persons to make 
representations to the Minister responsible for the Corpor- 
ation, who thereafter submits the regulation to the 
Governor in Council for consideration and subsequent ap- 
proval or refusal. 

With the approval of the Governor in Council, as rate 
regulator, the Corporation may include certain costs in its 
future operating cost base for purposes of establishing post- 
al rates at that time. Such costs are amortized and recovered 
in future postal rates on the basis specified by the rate 
regulator. 


Fixed assets and depreciation 


Land, buildings and equipment transferred from the Gov- 
ernment of Canada on October 16, 1981 were recorded at 
their fair value at that date, determined as follows: 


Land 

Buildings 

Plant equipment, 
vehicles, and sales 
counter and office 
furniture and equipment 


—NMarket value based on existing use 
—Depreciated replacement cost 
—Depreciated replacement cost 

or original cost less 
estimated depreciation 


The market value of land and the depreciated replacement 
cost of buildings transferred by the Government of Canada 
was determined by independent appraisals. Acquisitions 
subsequent to October 16, 1981 are recorded at cost. 
Minor equipment was recorded at estimated depreciated 
replacement cost at October 16, 1981. Subsequent additions 
to the base amount are recorded at cost. Replacement of 
mail bags and lock boxes are expensed as purchased. 
Depreciation is provided on the straight-line basis over the 
estimated useful lives of the following assets: 


30 and 40 years 
4 to 30 years 


Buildings 

Plant equipment 

Vehicles (other than passenger 
and light duty commercial) 

Sales counter and office furniture 
and equipment 

Minor equipment—Street furniture 
and monotainers 


6 to 10 years 
5 to 20 years 


5 to 15 years 


Depreciation is provided on the diminishing balance basis 
at an annual rate of 30 per cent for all passenger and light 
duty commercial vehicles. 


Employee termination benefits 


Employees of the Corporation are entitled to specified ter- 
mination benefits, calculated at salary levels in effect at the 
time of termination, as provided under collective agree- 
ments and conditions of employment. 


(d) 


(e) 


(f) 


(g) 


(h) 
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The present value of the projected costs of unpaid employee 
termination benefits, as determined by actuarial valuation, 
is recorded in the accounts as a long-term liability. 
Employee termination benefits accruing to employees for 
current service are charged to current operations. 


With the approval of the rate regulator, the Corporation 
deferred the costs of unpaid employee termination benefits 
accruing to employees for service prior to April 1, 1988. 
Such costs are to be recovered from future postal rates. The 
deferred costs are amortized and charged to operations over 
the fifteen-year average remaining service life of em- 
ployees. 


Revenue recognition 


Amounts received for which services have not been ren- 
dered prior to the end of the year are deferred. 


Payments on behalf of postal users 


Where Government policy requires the Corporation to pro- 
vide services to certain postal users at rates less than cost, 
such as to the publications industry, and for Government 
free mail, literature for the blind and northern air stage 
services, the Government of Canada compensates the Cor- 
poration for foregone postage revenue from those sources. 
Payments received are credited to operations in the year to 
which they relate. 


Parliamentary appropriations 


Parliamentary appropriations representing Government 
contributions, if received, are credited to equity of Canada 
when costs are incurred. However, when capital items are 
funded under a Government assistance program, the fund- 
ing is applied to reduce the capital cost. Unexpended 
amounts are set up as a current liability due to the Govern- 
ment of Canada. 

Parliamentary appropriations representing Government 
funding, if received, are credited to operations in the year 
to which they relate. 


Pension plan 


Employees of the Corporation are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an 
amount equal to the employees’ contributions on account of 
current service. These contributions, which amounted to 
$100,198,000 (1988—$96,085,000), represent the total 
pension obligations of the Corporation and are charged to 
operations on a current basis. The Corporation is not re-— 
quired under present legislation to make contributions with — 
respect to actuarial deficiencies of the Public Service | 
Superannuation Account and/or with respect to charges to 
the Consolidated Revenue Fund for indexation payments 
under the Supplementary Retirement Benefits Act. 


Extraordinary restructuring costs, recoverable in future 
postal rates 


The Corporation has undertaken certain programs which 
form part of a major restructuring of the current postal 
system to meet specified operating and service performance 
standards. The costs of these programs are of an unusual, 
non-recurring and strategic nature. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


With the approval of the rate regulator, these costs are to 
be recovered in future postal rates and, as such, are amor- 
tized on a Straight-line basis over the ensuing five years. 

Pending the amortization and recovery of such costs in 
future postal rates, these costs are reflected in the statement 
of operations and extraordinary restructuring costs as in- 
curred, and are accumulated as a reduction of the equity of 


Canada. 


In the event that the Corporation determines there is no 
reasonable assurance that particular amounts will be re- 
covered, such unrecoverable costs will be charged to 


current operations. 


(i) Foreign currency translation 
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. Collection of postal memorabilia 


During the year, the Corporation entered into an agreement 
with both the National Archives of Canada and the Canadian 
Museum of Civilization to operate, administer and maintain a 
Canadian Postal Archives and a National Postal Museum re- 
spectively, containing philatelic material, postal artifacts, a 
postal library and exhibits that trace the history of the mail and 
other memorabilia. Since these collections, exhibits and books 
are not for resale and are of undetermined value, they have been 
recorded at a nominal amount of $1,000. 


. Long-term debt 


During the year, the Corporation entered into a ten-year $80 
million loan with the Government of Canada. Interest is 


Revenues and expenses relating to transactions with 
foreign postal administrations are translated into Canadian 
dollars at the exchange rates at the time of transaction. 

Amounts due to or from foreign postal administrations at 
the balance sheet date are translated at the then prevailing 
exchange rates. Gains or losses arising from translation of 
| foreign currencies are included in operations. (a) A complaint has been filed with the Canadian Human 
Rights Commission, alleging discrimination by the Cor- 
) 3. Fixed assets poration concerning work of equal value. The 


payable semi-annually at the rate of 9.705% per annum, and the 
principal will be repaid on April 27, 1998. Interest expense on 
long-term debt was $7,200,000 (1988—nil). 


7. Contingent liabilities 


1989 1988 Commission’s investigation of this complaint is conti- 
| Cost or Accumulated nuing and the outcome is not presently determinable. 
| fair value depreciation Net Net Settlement, if any, arising from resolution of this matter 

(in thousands of dollars) will be recovered in future postal rates (as determined in 
| Hig erat 8 pte. gore 08 238,953 238,953 241,889 accordance with the Canada Post Corporation Act) and/or 
Me Buildings... ..0::.-0.-» 1,089,662 274,748 814,914 817,336 from the Government of Canada. 

Plant equipment .......... 478,318 198,759 279,559 266,043 (b) Employees are permitted to accumulate unused sick leave. 
Wehlicles DERN tain cnn 107,303 52,336 «= $4,967 41,390 Howevenmenchileaver cattle ncntcad eactare-pandeerc 


Minor equipment 


dependent on future illness. The amount of accumulated 
Mail bags and lock 


sick leave entitlements which will become payable cannot 


EO Sion aden quae Sh APES Bes reasonably be determined. Sick leave benefits are ex- 
Street furniture pensed as paid. 
and monotainers ...... 113,462 23,726 89,736 56,239 


Sales counter and 
office furniture and 
CQUIDINENU Re ceria ie hee ae 188,580 41,459 147,121 80,992 


2,240,603 591,028 1,649,575 1,528,214 


8. Lease commitments 


The Corporation occupies certain facilities under operating 
leases which expire at various dates between 1990 and 2059. 
The Corporation’s future minimum rental payments required 
under operating leases that have terms in excess of one year, 
are as follows: 


4. Employee termination benefits 


(in thousands 


(a) Segregated cash and investments of dollars) 
The Corporation has segregated certain cash and invest- TOO ercsercete ek reais Sere merece Sh eres REE RT er ieee 47,192 
ments for the purpose only of managing cash flows relating ents an. ab rtats RIO At oO Deane OD aban. IOET Oey: 3 38,551 
to the employee termination benefits liability. 1992 iA rece Doe MoM de are aah tee a ats ; 30,494 

(b) Employee termination benefits liability ee an ae nao OAR OOEI Ar Race Gn ats cen ‘ 24,144 

194 eis eee overdo eteree fei inten bs ec vale hetey ahagaeecete eee ayicwlis pager nets aves : 17,359 
At the time of incorporation on October 16, 1981, the 1O95 10 OOS ON Ee NaN ial ote hs ciia Nacsca dens poe oe 
Corporation assumed the liability related to termination 186.910 _ 


benefits which had accrued to employees of the Post Office 
Department. In addition, the Corporation recognizes in the 
accounts the liability for benefits accruing to employees of 
the Corporation since October 16, 1981. The present value 
of these projected liabilities at March 31, amounted to: 


1989 1988 
(in thousands of dollars) 
Accumulated to October 16, 1981 ..... 181,265 222,937 
Accumulated subsequent to 
OctoberslGmlOS Te Corewran sena cae eke 157,857 168,907 


3395122 391,844 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


9. Related party transactions 


The Corporation had the following transactions with related 
parties in addition to those disclosed elsewhere in these finan- 
cial statements. 


(a) 


(b) 


(c) 


Property management 


The Corporation has a property management arrangement 
with the Department of Public Works to manage substan- 
tially all the Corporation’s real property. Operating, 
maintenance, leasing and other accommodation costs in- 
cluding grants in lieu of taxes, incurred by the Department 
of Public Works, plus a management fee charged to oper- 
ations amounted to $186,208,000 (1988—$181,259,000). 
Rental income from third parties of $7,116,000 (1988— 
$8,129,000) is included in postal revenue. Capital 
expenditures including a management fee amounted to 
$32,736,000 (1988—$33,452,000). 


Interest 


The Corporation earned interest in the amount of 
$23,747,000 (1988—nil) on its balance in the Consolidated 
Revenue Fund of the Government of Canada. 


Other 


In the normal course of business, the Corporation enters 
into various other transactions with the Government of 
Canada, its agencies and other Crown corporations. These 
include the provision of postal services, the purchase of air 
and rail transportation and the receipt of payments on be- 
half of postal users. 

As a result of all the above transactions, the amounts due 
from and to these parties are $4,725,000 (1988— 
$9,759,000) and $101,056,000 (1988—$102,504,000) 
respectively. 


10. Comparative figures 


Comparative figures have been reclassified to conform with 
the current year’s presentation. 
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SUMMARY PAGE 
CANADIAN BROADCASTING CORPORATION 


MANDATE 


Develop and provide a national broadcasting service for all Canadians in both official languages, in television and radio, 
and an international service, all of which should be predominantly Canadian in content and character. 


BACKGROUND 


Established in 1936 by the Broadcasting Act; major amendments were made to this Act in 1958 and 1968. Today, about 
28 percent of the corporation’s revenues is from advertising. 


CORPORATION DATA 


~ HEAD OFFICE 1500 Bronson Avenue 
| P.O. Box 8478 
Ottawa, Ontario 
K1G 3J5 
| STATUS — an agent of Her Majesty 


— exempted from Divisions I to IV of Part X of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the 1984 repeal thereof. 

| APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 

_ DEPARTMENT Communications 


| YEAR AND MEANS OF 1936, by the Broadcasting Act (R.S.C. 1985, c. B-9). 
_ INCORPORATION 


~CHAIRMAN AND CHIEF William Armstrong 
SE XECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 
(restated) 
_At the end of the period 
BTA SSOLSty Minette A tretrita te  eeiaes ste ao AG, a wisois ie slates 869 799 TOS qEN 
SOOM ALONSO tne. PELVALC SCCLOL code lannisre a asco .rin 5-4 cha toupeees 4 6 l nil 
OMe AuONS 10. anal a chen. Miche oe erie es eckvaosie ee 6s 33 33 33 33 
Senn EVOTMOAN NCA eis shire a nic th i Ge Soke teitihie ew eras Ue 552 508 461 448 
Cash from Canada in the period 

BAER SOCAL Vance rar tg sana aaa o's ere cyt) lg caer ote Naka 915 888 855 857 


eer DUC CCLAL Vi meet tent hott uin, bein sy eee enmare: Sears ake nil nil nil nil 
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CANADIAN BROADCASTING CORPORATION 


AUDITOR’S REPORT 


TO THE CANADIAN BROADCASTING CORPORATION 
AND THE MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Broadcasting 
Corporation as at March 31, 1989 and the statements of income and 
expense and reconciliation to government funding basis, proprie- 
tor’s equity account and cash flow for the year then ended. My 
examination was made in accordance with generally accepted au- 
diting standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, proper books of account have been kept 
by the Corporation, the financial statements are in agreement there- 
with and the transactions of the Corporation that have come to my 
notice during my examination of the financial statements have, in 
all significant respects, been in accordance with the former Part 
VIII of the Financial Administration Act and regulations as they 
apply to the Corporation, the Broadcasting Act and the by-laws of 
the Corporation. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


June 9, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 


ASSETS 1989 1988 LIABILITIES 1989 1988 
Current Current 
Gashtand' treasury Dillsi ee eer erie 21,958 17,638 Accounts payable and accrued liabilities .... . 128,640 110,261 
ACCOUNTS TeCelVvable er meses ernie 74,453 74,741 Accnied'vacations pay viet erecrinie eistere : 50,070 46,016 
Engineering and production supplies 178.710 156,277 
and merchandise anes sce ee ace ae 11,362 12,400 
Programs completed and in process Long-term 
DE production. < aistai1-4 seed aren eae 88,679 69,916 Employee termination benctits sai 2 gee aa crt : 103,704 99,085 
Prepaid film and script rights and Advances from Government of Canada 
Othenexpensesickes.a kare EN 32,749 23,609 Oo) nn ; 33,000 33,000 
eer eee Obligations under capital leases 
ey, ecole (Nate Girne eT Le che a 1,831 3,482 
Fixedvassets: (Notes) s.nccances 250 eter ct 631,534 592,229 138,535 135,567 
Deferred charges (Note 4) ..... chai ake conus vetoes 8,444 8,904 
PROPRIETOR’S EQUITY 
Proprietor’s equity account ................. : 551,934 507,593 
869,179 799,437 869,179 799,437 


The accompanying notes and schedule A are an integral part of the financial statements. 


Approved on behalf of the Board of Directors: 


STEVE COTSMAN 
Vice-President, Finance 


PIERRE JUNEAU 
Director 


ROBERT KOZMINSKI 
Director 


PUBLIC ACCOUNTS, 1988-89 119 
-CANADIAN BROADCASTING CORPORATION—Continued 


~ STATEMENT OF INCOME AND EXPENSE SCHEDULE OF NATIONAL BROADCASTING SERVICE 
AND RECONCILIATION TO GOVERNMENT FOR THE YEAR ENDED MARCH 31, 1989 
FUNDING BASIS (in thousands of dollars) SCHEDULE A 
_~FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 1989 1988 


Program activities 


| es ee English language 
_ Income Radio 
NGG SUSU Ms ooo RdodhraolceO COIN OU Hae ONG 329,979 295,546 NetWork ae ere ee ’ 48,206 46,905 
Miscellaneous Oe OOO CO OEMS O OLIN O OMELDEEO CHG 33,067 30, 1 55 Regional contributions to network ..... o))\ ,042 19,288 
Parliamentary operating appropriation Regional@epes. saacid ssn netre meee ; 62,490 58,371 
(NOt 47) i pac bsarary sat te.« cyuisyene rdteibiedehs eis repens 810,368 792,266 Television 
1,173,414 1,117,967 INGCEWOLKIREI =. ccc cneus eves fans hiding poaureseceusyeys : 270,022 25235 
: ; Regional contributions to network ..... : Sey) 43,372 
me Regionale hocks conven te cceueeke 112,861 113,922 
National Broadcasting Service French languave 
(see schedule A) ...... 0. ces ceeeee eee en es 1,067,815 1,005,448 ane ae 
Radio Canada International Radio 
' ; ‘ Network peers saya econ : 42,237 40,027 
broadcastinpaservice seer sien acre ieee 19,631 18,840 ‘ See 
: ; , Regional contributions to network ..... , 7,462 6,382 
Corporate engineering services .............. 8,158 9,422 Resional 31.473 30.027 
Corporate management and services ......... 49,620 48,341 oT ELI bse ‘ é ‘ 
Cc ay. ; ; 45.151 41.242 Television 
S nated n : eee "Wists oat 45.904 42.761 Networker siete aii coe eeedaetns es ; 194,198 181,482 
a ee Emenee se ee Regional contributions to network ..... 5 16,679 14,429 
1,236,279 1,166,054 Regionalanpayes conic ation, aoe eee F 52,138 50,383 
Excess of expense over income before income 911,985 859,823 
tax and extraordinary item ............... 62,865 48,087 Py ABS, Abe 
Distribution activities 
Incomestaxd(Notel8) ts ccsrattreme see etcetera te 210 3,139 : 
Radio 
Excess of expense over income before Network distribution ................ ; 22,286 20,567 
OLMOWTA TIC assaude oby sosneoseause 63,075 51,226 Station\transmissionse aseetae ete ; 19,406 17,608 
Extraordinary item, income tax reduction Television 
WHO) San5 6s hodorss chose sees oueaaEs (210) (3,139) Network distribution ................ ! 76,958 71,200 
_ Excess of expense over income ........... 0.4. 62,865 48,087 Station transmission ES ICS ay : 21,798 20,736 
_ Reconciliation to government funding Payments to private stations .......... : 15,382 15,514 
basis 155,830 145,625 
Deduct: net items not requiring current 1.067.815 1.005.448 
operating funds) (Note!7)): 6... .10.+40% de> 65,099 62,611 oe a 
caviar © 2. Gila A) The accompanying notes are an integral part of the financial statements. 
Sunplusstor thesyear errr Leo tet city. oes 2,234 14,524 
Surplus (deficit), beginning of the year ....... 4,333 (10,191) 
SUurplusmendionyeargetreeitctusters eer astoreis ele one 6,567 4,333 
_ The accompanying notes and schedule A are an integral part of the financial 


| statements. 


STATEMENT OF PROPRIETOR’S EQUITY ACCOUNT 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Balance, beginning of yearns. y.ciseie ds oes ; 507,593 460,481 
Add (Deduct) 
Parliamentary capital appropriations 
(Noted) AES n aoe tccetty: ehaenc isis ey a : 100,881 91,344 
Parliamentary working capital 
appropriation (Note 7) ...............-. : 4,000 4,000 
Gain (loss) on disposal of 
ASSCLS We rear Maries enc ee eae Tome otretetere palit rie ‘ Pd Vids: (145) 
Surplusitonthelyearew oem eee reels 3 2,234 14,524 
Net items not requiring current operating 
fundsy(NOte eos wyeege: cao, sdaarsvsg sagermannise : (65,099) (62,611) 
Balancesend OfsVeans ae cv Sere ape hte se ares pec F 551,934 507,593 


The accompanying notes and schedule A are an integral part of the financial 
statements. 
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STATEMENT OF CASH FLOW 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Operating activities 
Excess of expense over income before 
extraordinary itemiaacrmtee testes clare stats (63,075) (51,226) 
Items not involving cash 
Depreciation and amortization ............ 61,539 54,732 
Employee termination benefits ............ 4,619 3,730 
Extraordinary item—Income tax 
TECUCE OMA Soy na iors sas cceutieense cee eae 210 3,139 
Net change in non-cash working capital 
balances (INote:9) Pie crsrccca sites shetebs usr (3,902) (515) 
(609) 9,860 
Financing activities 
Parliamentary capital appropriations ......... 100,881 91,344 
Proceeds on disposal of assets .............. 4,353 1,191 
Capital lease obligations 
assumed 2a ceiedastcds ft aoe doers 126 6,453 
Parliamentary working capital appropriation . .. 4,000 4,000 
109,360 102,988 
Investing activities 
ACQUISITION Ofhixed aSSCtS) cq)-1y reer tae (102,746) (89,621) 
Capital portion of lease 
PAVMENIS ep hares oe cue ous ctens 3) oes saale (2,019) (2,164) 
Equipment acquired under capital 
LEASCSHRO MI rae secs eis whee Fk ee: SIRE Rahn (126) (6,453) 
Newsworld development costs deferred ....... (1,301) 
(106,192) (98,238) 
Deferred: pension contribution ................ 1,761 (8,904) 
Increase in cash and treasury bills ............. 4,320 5,706 
Cash and treasury bills, beginning of year....... 17,638 11,932 
Cash and treasury bills, end of year ............ 21,958 17,638 


The accompanying notes and schedule A are an integral part of the financial 
statements. 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and objective 


The Canadian Broadcasting Corporation was established by 
the 1936, 1958 and 1968 Broadcasting Acts. The Corporation is 
an agent of Her Majesty and all property acquired by the Cor- 
poration is the property of Her Majesty. 

The objective of the Corporation is to develop and provide a 
national broadcasting service for all Canadians in both official 
languages, in television and radio, and to provide an interna- 
tional service. The television and radio services should be 
primarily Canadian in content and character. 


2. Significant accounting policies 


(a) 


(b) 


Engineering and production supplies and merchandise 


The inventory of engineering and production supplies is 
stated at the lower of average cost and replacement cost. 
The inventory of merchandise is stated at the lower of cost 
and net realizable value. 


Programs completed and in process of production 


Programs completed and in process of production are stated 
at cost. Cost includes the cost of goods and services, and 
the share of labour and overhead expenses applicable to 
each program. 

Program costs are charged to operations as the programs are 
broadcast or deemed unusable. 


(c) 


(d) 


(e) 


(f) 


(g) 


(h) 
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Film rights 


The Corporation enters into contracts for film broadcasting 
rights. As payments are made under the terms of each 
contract they are reflected in the accounts as prepaid film 
rights. The film rights are charged to operations as the films 
are broadcast or deemed unusable. 


Fixed assets 


Fixed assets are recorded at cost. The cost of assets con- 
structed by the Corporation includes material, engineering 
services, direct labour and related overhead. Depreciation 
is calculated on the straight-line method using rates based 
on the estimated useful life of the assets as follows: 


Buildings 33 years 
Technical equipment 
Transmitters and towers 20 years 
Other 10 years 
Furnishings and office equipment 10 years 
Automotive 5 years 
Computers 5 years 


Major leasehold improvements are capitalized and amor- 
tized over the term of the leases to a maximum period of 
five years. Amounts included in uncompleted capital pro- 
jects are transferred to the appropriate fixed asset 
classification upon completion, and are then depreciated 
according to the Corporation’s policy. Gains and losses on 
disposals of fixed assets are credited or charged to Proprie- 
tor’s Equity Account. 


Capital leases 


Assets recorded as capital leases are amortized on the 
straight-line method over the estimated useful life of the 
assets or the lease term as appropriate. Obligations re- 
corded under the capital leases are reduced by lease 
payments net of imputed interest. 


Pension cost and obligation 


The Corporation provides pensions based on length of ser- 
vice and final average earnings as classified under defined 
benefit pension plans. 

The cost of pension benefits earned by employees is deter- 
mined using the projected benefit method of actuarial 
valuation with projected salary increases where appropri- 
ate, pro-rated on services and charged to expense as 
services are rendered. This cost reflects management’s best 
estimate of the pension fund’s expected investment yields, 
and of salary escalations, mortality of members, termina- 
tions and ages at which members will retire. The surplus on 
the introduction of this accounting policy, adjustments aris- 
ing from plan amendments, experience gains and losses and 
changes in assumptions are amortized over the estimated — 
average remaining service life of the employee group. | 
The difference between the accumulated amounts expensed | 
and the funding contributions is reflected in the balance | 
sheet as a long term deferred charge or accrual as the case 
may be. 


Employee termination benefits and vacation pay 


Employee termination benefits and vacation pay are ex- 
pensed as benefits accrue to employees under their 
respective terms of employment. 


Parliamentary appropriations 


Parliamentary appropriations for operating expenditures 
are recorded as income. Parliamentary appropriations for 
capital and working capital are credited to Proprietor’s 
Equity Account. 
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CANADIAN BROADCASTING CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


3. Fixed assets 


1989 1988 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 


(in thousands of dollars) 


andy. 5. ae. ater eerie - 35,384 35,384 35,387 
Buildingsiah soy. 5 ais tego 266,677 116,630 150,047 148,502 
Technical equipment ....... 689,215 351,447 337,768 321,109 
Furnishings, office 

equipment and computers . 34,795 11,864 22,931 19,594 
AULOMOUVC Tceertieieis oe sre 2 13,730 9,607 4,123 4,191 
Leasehold improve- 

IMENES teres eae ee 8,604 6,050 2,554 682 
Property under 

Capital leases == wan... 7,583 4,401 3,182 Sylsy/ 
Uncompleted capital 

Projects. AMBER. t2).25 75,545 75,545 57,627 


S533 499,999 631,534 592,229 


The Corporation has changed the estimated useful life of 
computers from 10 to 5 years. This change has resulted in an 
increase of $5.0 million in depreciation expense for the year. 


4. Deferred charges 


(a) Pension expense 


Effective April 1, 1987, the Corporation adopted on a pros- 
pective basis, the accounting recommendations for pension 
costs and obligations issued in 1986 by the Canadian In- 
stitute of Chartered Accountants. 

Projections from the latest actuarial valuations show a pres- 
ent value of accrued pension benefits of $1,604.0 million 
as at March 31, 1989 (1988—$1,380.4 million). Market 
related values have been used for valuing pension fund 
assets which based on financial information as at March 31, 
1989 are valued at $1,688.5 million (1988—$1,521.8 mil- 
lion). 

The deferred charge at March 31, 1989 amounts to $7.1 
million (1988—$8.9 million) and is the difference between 
the accumulated pension expense and the required funding 
contributions. 


(b) CBC Newsworld channel 


During the year, the Corporation was granted a license to 
operate the CBC Newsworld channel. Development costs 
pertaining to the undertaking amounted to $1.3 million as 
at March 31, 1989. These development costs will be amor- 
tized over a five year period starting in the month the 
service is operational. 


5. Advances from Government of Canada 


Advances from the Government of Canada are made for 
working capital purposes and are non-interest bearing. These 
advances become repayable when cash and treasury bills ex- 
ceed the Corporation’s requirements for working capital. 

Working capital is determined on a government funding basis 
which excludes items not requiring current operating or capital 
funds. 


6. Lease obligations 


(a) As at March 31, 1989, the Corporation’s obligations related 
to capital leases and operating leases for terms in excess of 
one year are as follows: 


Capital Operating 
leases leases 


(in thousands of dollars) 


[990 SAN cs onicharey Saag sian : 2,045 26,746 
LOO TURE Rater tasers ctr amaye naeee ; 1,616 25,470 
1992 SR: Sesto ceia weer owas ; 423 20,322 
LOO SHMR ERIN. rcmciatectrnnnat ature eee zens : 8 14,605 
LOA Ra eared elas aloe Spiers leratiele eens , 1 11,630 
LOOS=20GL aeyesscs se soncteenoncues aieeravens oscese ; 6,611 
Total future payments .............. : 4,093 105,384 
Deduct: imputed interest ........... : 535 


Present value of 

capital lease 

Obligatiomerias. csr syac ewes eres 3,558 
Deduct: current portion ............ VIP 


Long-term obligations under 
Capltalleases gum. c. varus tiie ‘ 1,831 


(b) Broadcast centre development project, Toronto 


In accordance with Governor General in Council approval, 
the Corporation signed a project agreement, dated Septem- 
ber 30, 1988, with Cadillac Fairview Corporation Limited, 
as the selected developer, for the construction of a building, 
on the Corporation’s site in downtown Toronto, to house the 
Corporation’s Toronto-based operations. 

On October 14, 1988, the Corporation entered into a broad- 
cast centre agreement to lease with Cadillac Fairview 
whereby the Corporation will, upon substantial completion 
of the Broadcast Centre Building, estimated to be January 
1992, execute a Broadcast Centre Building lease for the 
building and underlying lands for an initial period of thirty- 
five years. 

The Corporation is committed under this lease to pay rent 
under all circumstances and, in the event of termination of 
the lease, at the Corporation’s option or otherwise, pay 
sufficient rent to repay all interim and permanent financing. 


7. Parliamentary appropriations 


The Corporation receives funds from the Parliament of Cana- 
da through annual appropriations. The appropriations 
approved and the payments received by the Corporation for 
1989 and 1988 are noted below. 


1989 1988 


(in thousands of dollars) 


Appropriations 


Operatin gern ci tyccitec earn rtsae : 810,368 792,266 
Capitalimtcrtcr tant ercetcttirsrt a ctersscere : 100,881 91,344 
Working capitaltt topic. coins sais etree + 2 4,000 4,000 

915,249 887,610 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


10. 


I 


The 1988 capital appropriation includes $589,000 which rep- 
resented unspent accumulated capital appropriations from 
previous years. 

The following summarizes the net items not requiring current 
operating funds. 


1989 1988 
(in thousands of dollars) 
Depreciation and amortization ............ 61,539 54,732 
Employee termination benefits 
AVG MEXR OVEN & sons onanannaaer node 8,873 8,459 
Program inventory costs ..............0+ (7,074) 8,324 
Deferred petision) COStmemeeeiiec a saireterreee 1,761 (8,904) 
65,099 62,611 
. Income tax 


The Corporation is a prescribed federal Crown corporation 
under Part LXXI of the Income Tax Regulations and is subject 
to the provisions of the Federal Income Tax Act. Depreciation 
and capital cost allowance are not allowable deductions in the 
determination of the Corporation’s taxable income. Therefore, 
the Corporation may have taxable income even when there is 
an excess of expense Over income in any year. 

A reduction of income taxes arising from the use of prior 
years’ unrecorded tax losses has been reflected in the statement 
of income and expense as an extraordinary item. The Corpora- 
tion has accumulated losses carried forward for income tax 
purposes of $2.3 million which has not been recognized in the 
financial statements. The tax benefits pertaining to this loss 
carry-forward are available until 1995. 


. Changes in non-cash working capital 


1989 1988 
(in thousands of dollars) 


Cash provided (used for) 


AACCOUMNUSTECELV AD le meen iat erairncretere 288 (4,721) 
Engineering and production supplies and 

Merchandise ie hf. cu tstors iets sostes ats lovets os 1,038 813 
Programs completed and in process 

ofiproduction’! 20 PAE eee oe. (18,763) 13,540 
Prepaid film and script rights and other 

EXPeENSes ks LAs ee aaa eae eats (9,140) 120 
Accounts payable and accrued liabilities . . 18,621 (13,419) 
IAACCIUed Vacation Pays ieee atte alate tere 4,054 Bald 

(3,902) (515) 
Commitments 


As at March 31, 1989, future year commitments for sports 
rights amounted to $206.9 million; procured programs, film 
rights and co-productions amounted to $59.1 million for total 
commitments of $266.0 million. 


Contingencies 


In the ordinary course of business, various claims and law- 
suits have been brought against the Corporation. In the opinion 
of management, the losses, if any, which may result from the 
settlement of these matters are not likely to be material and 
accordingly no provision has been made in the accounts of the 
Corporation. 
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14. 


Related party transactions 


The Corporation is related in terms of common ownership to 
all Government of Canada created departments, agencies and 
Crown corporations and is mainly financed by the Parliament 
of Canada. 

During the year, transactions with these related departments, 
agencies and Crown corporations were in the normal course of 
business on normal trade terms applicable to all individuals and 
enterprises. Transactions with the Parliament of Canada are 
outlined in notes 5 and 7. 


Allocation of expenses 


The main objective of the Corporation is to develop and 
provide a national broadcasting service for all Canadians in 
both official languages, in television and radio. To achieve this 
objective the Corporation is involved in program and distribu- 
tion activities. These activities are shown on the schedule of 
National Broadcasting Service (Schedule A). Program and dis- 
tribution activities include the cost of goods and services, a 
share of labour and overhead and a share of operational man- 
agement support services. 

Following a major study, the Corporation refined the alloca- 
tion of labour and overhead expense to its activities to fairly 
reflect the Corporation’s current operations. As a result of the 
study, operational management support services were allocated 
on the basis of services rendered rather than being pro-rated to 
the components of its activities. For comparative purposes, the 
1988 balance of certain expense categories in the statement of 
income and expense and reconciliation to government funding 
basis and in Schedule A have been reported on a basis consistent 
with the 1989 presentation. The net impact of the change on the 
National Broadcasting Service for 1988 resulted in a decrease 
in cost of $4.3 million and a corresponding increase in certain 
other expense categories as follows: 


Previously Increase As currently 
reported (decrease) reported 
(in thousands of dollars) 
National broadcasting service ..... 1,009,746 (4,298) 1,005,448 
Radio Canada International, 
broadcasting service .......... : 17,212 1,628 18,840 
Corporate engineering services .... 8,946 476 9,422 
Corporate management and services. 47,586 755 48 341 
Commission to agencies .......... 41,242 41,242 
Selling and merchandising ........ 41,322 1,439 42,761 
1,166,054 1,166,054 


Certain of the 1988 comparative figures have been reclassi- | 
fied to conform to the current year’s presentation. 
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SUMMARY PAGE 


CANADIAN COMMERCIAL CORPORATION 


MANDATE 


To assist in the development of trade between Canada and other nations. 


BACKGROUND 


Established in 1946, the corporation serves as prime contractor when other countries wish to purchase goods and services 
from Canada on a government-to-government basis. As well, it assists in sales to international agencies. 


~CORPORATION DATA 
HEAD OFFICE 


STATUS 
APPROPRIATE MINISTER 


/ DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER 


AUDITOR 


Metropolitan Life Building 
50 O’Connor Street 
Ottawa, Ontario 

K1A 0S6 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable John Crosbie, P.C., Q.C., M.P., 
Minister for International Trade 


External Affairs 


1946; by the Canadian Commercial Corporation Act (R.S.C. 1985, 
c. C-14). 


Hugh Mullington 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


Re tOM OUGCUCALY nck al.) s 25a ths sole cee isein acalelee aisat 05 nil 


nil 


nil 


1989 1988 1987 1986 

At the end of the period 

OLE GATS DSI SET 6 Spe ge AIO RT ao), gt A aR Pe 686.3 606.3 493.8 399:5 
Obhgations,torthe private sector 54.2... snidesie borate)... . nil nil nil nil 

Mmphoations to'Canada«te. <x csrs secre ae ce eee kale nil nil nil nil 

OP Cala a te NI a eat oe foe 8c ware ooo Sate 33.8 29.4 31.4 3537 
Cash from Canada in the period 
ae TRESS NO is ee er ee 583 11.8 16.1 15.8 


nil 
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AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of the Canadian Commercial 
Corporation as at March 31, 1989, and the statements of operations 
and retained earnings and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards in Canada, conforming with Interna- 
tional Auditing Guidelines, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989, and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles in Canada, conforming with International Accounting 
Standards, applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canadian Commercial Corporation Act and by-laws of the Corpor- 
ation. 

D. Larry Meyers, F.C.A. 


Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 2, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 


PUBLIC ACCOUNTS, 1988-89 


LIABILITIES 1989 1988 
Accounts payable and accrued liabilities ...... ; 113,742 105,291 
Advances tromicustoners mere erent : 178,619 150,024 
Progress payments received or due ........... ; 352,671 314,681 
Due to Government of Canada (Note 4) ....... j 2,096 2,119 
Provision for additional costs 
(CN OCG 5): cers onseptsspecrotarecuatoresepenensy a siecteNacsuene F 4,646 4,014 
651,774 576,129 
Employee termination benefits .............. ‘ 1S 763 
652,547 576,892 
EQUITY OF CANADA 
Contributedisurpluseii. 5.2 ao. «tele eer j 20,000 20,000 
Retamnedicarmings crc. certs ccioersniae . 13,767 9,440 
33,767 29,440 
686,314 606,332 


ASSETS 1989 1988 
Cash and short-term deposits ................. 114,766 74,499 
Accounts receivable 
Foreign governments (Note 3) .............. 101,509 104,923 
Government of Canada—Parliamentary 
appropriationi(Note:4) ec ascn aciaente tte 1,763 37 
Defence Production Revolving 
Bund oa cn nia: Rost ast eke eee seekers 760 
Other eee cis siete ofero ace orsienniabanoe eben aoerels 739 190 
AXGVancesito SUpplietsaara-ei aii ei neers 115,498 112,765 
Progressiclaims pald Omdue; fe... .i> seater te ei 352,039 313,158 
686,314 606,332 
Certified correct: 
F. O. KELLY 
Comptroller 


Approved by the Board: 


H. J. MULLINGTON 
President 


J. CAMILLE GALLANT 
Director 
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CANADIAN COMMERCIAL CORPORATION—Continued 


STATEMENT OF OPERATIONS AND RETAINED EARNINGS 


FOR THE YEAR ENDED MARCH 31, 1989 


(in thousands of dollars) 


1989 1988 
Revenues 
Gontractibillings ae mci eae sce <ncte ager nes 638,974 681,601 
Feestand othen income). nants ot enn ae ee 1,480 2,404 
ETILCKESD INCOME ae estas crmietan cee cress, c-aeanoieee ae 4,844 3,674 
645,298 687,679 
Expenses 
Costohicontract DILINGS wapwt ist iret it 638,974 681,601 
Additionalicontract COSESIs...).sacnp< + eine slere eked 1,167 e213 
Sabre ol) CONTIN gular Bettie SA oOo Ma See (11) (15) 
Services provided by Supply and Services 
Canadawrawies ces ees en oat eee 7,914 9,360 
AAGMINIS(rAtIVied tier iad © nis eichels sents eine es 7,551 He's) 
Legal fees and expenses (Note 6) ............ 179 635 
(OLN oo ow Renae Breicicunendae Sconce my aa tidcehe eh 254 11 
656,028 700,320 
Cost of operations before loss on 
ORION IH Ob Po oda Aeee.cdon 405.050.0000 10,730 12,641 
Loss on foreign exchange (Note 7) ............ 240 1,115 
INetCostof operations mayusrsecitl ay fee idee nae 10,970 13,756 
Parliamentary appropriation .................. 15,297 11,808 
Increase (decrease) to retained 
CAMINGSmer meee eo ere ane eee tanec 4,327 (1,948) 
Retained earnings at beginning of the year ...... 9,440 11,388 
Retained earnings at end of the year ........... 13,767 9,440 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 
1989 1988 
Financing activities 
Parliamentary appropriation 
Amount drawn dOwmnisatsec clare cca aicas 15,297 11,808 
Adjusted for decrease (increase) 
in receivable from Government 
| DECCAN ada ey Oe: RP eee es cs or aien ce (1,726) 424 
Cash provided by financing activities ...... 13,571 12,232 
| Operating activities 
Operations 
INetcostiofoperalonsmaeae ms ricn ceric (10,970) (13,756) 
| Net changes in non-cash balance sheet 
items 
Operating balances from customers and 
| fOISUpplicrSrmiswiseten comes cle sete meonterr 12,695 4,828 
| Advances and progress 
claims from customers 
EVEL) GU IERS Ago aaneacosseanonsoc 24,971 8,187 
Cash provided (used in) operating 
ACHE V SECS aces oh te cde eran cocaeieke rroue1 ores apensnapees 26,696 (741) 
Increase in cash and short-term 
IC POSIES tie ouanaravarsusyoqes sisters wags @ Mauer aieuersye eichels 40,267 11,491 
Cash and short-term deposits at beginning 
OERY CALPE PPMP E REE Miers. « chs isia.ecs,q wpa vcqtie is) stele, Je pice 74,499 63,008 
| Cash and short-term deposits at end 
RAURV CAL er eaRORe Sec oho ure ants Ap anes oe ene es 114,766 74,499 


125 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and operations 


The Corporation was established in 1946 by the Canadian 
Commercial Corporation Act and is an agent Crown Corpora- 
tion listed in Part I of Schedule III to the Financial 
Administration Act. The Corporation is not subject to income 
taxes. 

The Corporation acts as the prime contracting agency when 
other countries and international agencies wish to purchase 
products and services from Canada on a government-to-govern- 
ment basis. 


Contracts are made with foreign governments and corres- 
ponding contracts are entered into with Canadian firms by the 
Corporation. 

In December 1987, the Government rescinded the fee for 
service system, thus ratifying the suspension by the Minister 
for International Trade of December 1986. 

Supply and Services Canada provides contracting services to 
the Corporation at predetermined rates approved by Treasury 
Board, based on the amounts of contracts procured, and pro- 
vides certain administrative functions at cost. 


. Significant accounting policies 


These financial statements are prepared in accordance with 
generally accepted accounting principles in Canada, consistent- 
ly applied, and conform in all material respects with 
international accounting standards. A summary of significant 
policies follows: 


(a) Contract billings 


Revenues from contracts are recorded at the time of de- 
livery except in the case of contracts involving progress 
payments; in these cases, revenues are recorded at the time 
the progress payments become due from customers. Since 
title to work-in-progress covered by progress claims has not 
passed to customers, the Corporation sets up a corres- 
ponding liability and cost of contract billings. The 
Corporation records all progress claims by its suppliers as 
assets. These assets and liabilities are reduced, in accord- 
ance with contract terms, as deliveries are accepted. 


(b) Foreign currency translation 


Assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars at the year-end exchange 
rates. Revenues and expenses are translated at the average 
exchange rates for the month in which the transactions 
occur. Gains and losses resulting from translations are 
shown in the statement of operations and retained earnings. 


(c) Parliamentary appropriation 


Parliamentary appropriation is recorded in the year in 
which the corresponding expenses are incurred but is drawn 
upon only as cash disbursements are made. 


(d) Pension plan 


Employees of the Corporation are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Under present legislation, contributions 
made by the Corporation to the Plan are limited to an 
amount equal to the employee’s contributions on account of 
current service. These contributions represent the total pen- 
sion obligations of the Corporation and are charged to 
operations on a current basis. The Corporation is not re- 
quired under present legislation to make contributions with 
respect to actuarial deficiencies of the Public Service 
Superannuation Account and/or with respect to charges to 
the Consolidated Revenue Fund for indexation payments 
under the Supplementary Retirement Benefits Act. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


8 


(e) Employee termination benefits 


Employees of the Corporation are entitled to specified ter- 
mination benefits, calculated at salary levels in effect at the 
time of termination, as provided for under collective agree- 
ments and conditions of employment. The liability for these 
benefits is recorded in the accounts as the benefits accrue 
to employees. 


Accounts receivable from foreign governments 


As at March 31, 1989, the Corporation has provided $959,000 
(1988—$981,000) to cover the possible non-collection of cer- 
tain accounts receivable from foreign governments. 


. Government of Canada 


As at March 31, 1989, funds to cover expenses of $1,763,000 
applicable to 1988-89 appropriations had not been drawn and 
$2,096,000 had not been paid to various government depart- 
ments. 


. Contractual obligations 


As at March 31, 1989, the Corporation was obligated to 
fulfill contracts with customers amounting to $1.313 billion 
(1988— $1.176 billion). 

The Corporation is responsible to its customers for the per- 
formance of its suppliers and thus may incur additional contract 
costs on default of a supplier. A provision of $4,646,000 
(1988—$4,014,000) has been made for estimated additional 
contract costs which may be incurred if certain suppliers are 
unable to meet their contractual obligations. 


. Legal fees and expenses 


(a) Charged by Department of Justice 


Included in the legal fees and expenses are the costs result- 
ing from the action taken against the Corporation related to 
the contract referred to in Note 8(a). The costs related to 
this action amounted to $144,000 (1988—$635,000). 


(b) Recovery of costs 


On the first issue of the above mentioned action, the Court 
has ruled in favour of the Corporation, which will be en- 
titled to the recovery of certain costs. The final amount is 
to be resolved by agreement of both parties, or alternatively 
by order of the Court. 


. Loss on foreign exchange 


Contracts with foreign governments and corresponding con- 
tracts with Canadian suppliers are entered into in the same 
currency. This reduces the Corporation’s exposure to gains or 
losses due to fluctuation in foreign exchange. The Corporation 
maintains some working capital in U.S. currency to facilitate 
the cash flow between foreign customers and Canadian sup- 
pliers. The Corporation earns income from investments of the 
U.S. currency working capital and, at times, may be required to 
incur expenses in U.S. currently for additional contract costs, 
should suppliers not meet their obligations under a contract. 
The reported loss on foreign exchange for the years ended 
March 31, 1988 and 1989 is mainly attributable to the change 
in exchange value of the currency. 
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8. Contingencies 


(a) The Corporation has been named as defendant in a lawsuit 
instituted in 1975 alleging losses resulting from the termi- 
nation of a portion of a contract and seeking damages of 
$6.8 million plus accrued interest and costs. Based on the 
advice of legal counsel, management is of the opinion that 
no provision for possible loss in respect of this suit is 
required. 


(b) The Corporation has been named as defendant in legal 
proceedings instituted in 1985, alleging losses resulting 
from a breach of contract by the Corporation and seeking 
damages of $744,000. The action is being contested by the 
Corporation and the ultimate outcome is uncertain. A re- 
view of the facts and law by counsel indicates that there is 
no liability on the part of the Corporation. On the basis of 
that opinion, management is of the view that no provision 
for possible loss in respect to these proceedings is re- 
quired. 


9. Subsequent event—Payment to the Government of Canada 


On April 14, 1989, the Board of Directors approved the pay- 
ment of $865,400 to the Government of Canada. The 
Corporation considers that this amount will not be required for 
future operations. 
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SUMMARY PAGE 
CANADIAN DAIRY COMMISSION 


MANDATE 


To provide efficient producers of milk and cream with an opportunity of obtaining a fair return for their labour and 
_ investment and to provide consumers of dairy products with a continuous and adequate supply of dairy products of high 
quality. 


- BACKGROUND 


_ Established in 1966, the corporation administers the following elements of the federal dairy program: calculation of 
| Target Price for milk and cream for industry; market support for the Target Price through a nationwide offer to purchase 

butter and skim milk powder; payment of subsidy on eligible milk and cream shipments; international marketing of dairy 

_ products not required for domestic consumption; receipt of levies collected by provinces from farmers to finance the 

cost of exporting products surplus to domestic requirements; and coordination of national supply management of 
- industrial milk production. 


CORPORATION DATA 


| HEAD OFFICE Pebb Building 
2197 Riverside Drive 
Ottawa, Ontario 
K1A 0Z2 

_ STATUS — Schedule III, Part I 


— an agent of Her Majesty 


| APPROPRIATE MINISTER The Honourable Don Mazankowski, P.C., M.P. 
Deputy Prime Minister 


DEPARTMENT Agriculture 


YEAR AND MEANS OF 1966; by the Canadian Dairy Commission Act 
INCORPORATION (R.S.C. 1985, c. C-15). 


CHAIRMAN AND CHIEF Roch Morin 
EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (6 million) financial year ending July 31. 


1988 1987 1986 1985 
At the end of the period 
TOPALPA SSC isan cay tacts ince co ne oe nae Sc oe nes wise 222.8 INAS: 259.8 333.6 
MPolsations to the private sector. 21. ae ee os bids eee 82.1 ae 89.9 58.2 
Mo aONS tO anAGAw. hcwk. jaJac mercedes nse amen tae 87.4 85.2 126.3 234.3 
Bran VIO ANAC) uses hoe Soc be aa potas 019 xe Se eee nil nil nil nil 
- Cash from Canada in the period 

BO OLE LAL Yair ocak oon wend Gone ham. eit Gaia eee = 290.2 287.0 2972 314.4 
Bentionl- DUO Celaly Nel manner rece amie nc eee eee pos (41.1) (108.0) 53.9 
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CANADIAN DAIRY COMMISSION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED JULY 31, 1989 
WERE NOT AVAILABLE AT DATE OF PRINTING 


PUBLIC ACCOUNTS, 1988-89 
CANADIAN DAIRY COMMISSION—Continued 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The Commission’s management is responsible for the integrity 
and fair presentation of the financial statements and all information 
presented in this Annual Report. These financial statements were 
prepared in accordance with generally accepted accounting princi- 
ples and where appropriate, include amounts based on 
management’s estimates and judgement. 


The Commission has maintained books of accounts, records, 
financial and management controls, information systems and man- 
agement practices. These are designed to provide reasonable 
assurance that assets are safeguarded and controlled and that the 
transactions of the Commission are in accordance with Part XII of 
the Financial Administration Act, the applicable regulations, the 
Canadian Dairy Commission Act and its by-laws. 


The Audit Committee meets periodically with management, the 
Auditor General’s staff and internal auditors to review internal 
controls, financial statements, audit reports and recommends appro- 
val of the financial statements by the Commission. It also discusses 
the implementation of the suggested improvements in internal con- 
trol, systems and practices with the auditors and manager(s) 
responsible. 


The Commission’s financial statements are independently 
audited by the Auditor General of Canada whose report is included 
herein. 


Roch Morin 
Chairman 


Paul Simard 
Director of Finance 


BALANCE SHEET AS AT JULY 31, 1988 
(in thousands of dollars) 
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AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of the Canadian Dairy Com- 
mission as at July 31, 1988 and the statements of dairy support 
program operations financed by Government of Canada and market- 
ing operations financed by producer levies for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Commission as at July 31, 1988 and the results 
of its operations for the year then ended in accordance with gener- 
ally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part XII of the Financial Administration Act and regulations, the 
Canadian Dairy Commission Act and the by-laws of the Com- 
mission. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


October 6, 1988 


ASSETS 1988 1987 
Accounts receivable 
radex(NOteys) sam octac cil: Mere c/cielelascasineroataaece 23,084 13,063 
Government of Canada (Note 4) ............. $2,271 55,263 
ProducemlevieStariatercre cus cath aa ieietaveua sce eel caer 64,773 78,398 
ANVENCOLIES: (NOEL) nresre erercteree ercetavor cterainine tote 82,656 65,455 
222,784 212,179 
Approved: 
ROCH MORIN 
Chairman 


KENNETH McKINNON 
Vice-Chairman 


PAUL SIMARD 
Director of Finance 


LIABILITIES 1988 1987 
Accounts payable and accrued liabilities ...... , 43,814 41,053 
Direct support payments payable to producers .. . 51,837 54,621 
Allowance for losses on surplus production 
andiexport Sales eee rater aerate ter ; 8,766 7,491 
Loans from Government of Canada 
(NOtE:6) y.ey.ccargen scons sasiete echoes oie oaceore ekaeee : 88,073 85,769 
192,490 188,934 
EXCESS OF FINANCING BY 
PRODUCER LEVIES 
Excess of financing over 
cost of marketing 
operations (Notes 4 and Il) ............... : 30,294 23,245 
222,784 212,179 
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CANADIAN DAIRY COMMISSION—Continued 


STATEMENT OF MARKETING OPERATIONS FINANCED BY PRODUCER LEVIES 
FOR THE YEAR ENDED JULY 31, 1988 
(in thousands of dollars) 


1988 1987 
Skim Skim 
Milk Evaporated Other Milk Evaporated Other 
Butter Powder Milk Products* Total Total Butter Powder Milk Products* 
Sales—Export 2. cs series 1,177 91,913 14,649 20,011 127,750 128,188 1,938 73,879 28,128 24,243 
—Domestic ........ 53,388 53,388 87,766 82,027 5,739 
54,565 91,913 14,649 20,011 181,138 215,954 83,965 79,618 28,128 24,243 
Cost of goods sold 
=—=EXpoltiareeuriescrraa 6,211 170,472 22,200 41,354 240,237 285,081 9532 171,280 41,856 62,413 
——DOmeStiCuny. trialist 52,413 52,413 58,788 55,081 3,707 
58,624 170,472 22,200 41,354 292,650 343,869 64,613 174,987 41,856 62,413 
LESSON SASS. scomneuope ; 4,059 78,559 7,551 21,343 MES 1:2 127,915 (19,352) 95,369 13,728 38,170 


Assistance and expenses 
Dairy product 
ESSMEINES soodcdadoc 1,186 31,296 1,711 20,328 54,521 60,698 828 22,042 1,410 36,418 
Inventory write 
down and losses 
on surplus pro- 
duction and export 


Sales” (ogame sees 1,715 15,080 2,015 8,452 27,262 29,321 390 22,524 lids $3232 
Promotional 5,218 1,955 7,173 3,584 2,004 1,571 9 
Carrying charges ...... 2,692 327 612 3,631 6,549 5,701 96 S\iP2 180 
Provision for doubtful 

accounts nee F PLES) 945 3,500 3,700 2,800 900 
Transport assistance .... 759 759 634 634 
Capital assistance 

TECOVETIES Heise (78) (78) (220) (220) 

11,570 48,331 6,530 30,337 96,768 104,266 9,557 46,233 5,746 42,730 


Cost of marketing 
Operations cor 15,629 126,890 14,081 51,680 208,280 232,181 (9,795) 141,602 19,474 80,900 


Financing by 
producer levies 
(NOtEH7) Im setae tees > 215,329 245,414 


Excess of financing 
over cost of 


marketing 
Operations syeerr cern 7,049 13,233 
Excess at beginning 
Ob yearien. croc. esearch 23,245 36,012 
30,294 49,245 
Refunds of excess 
of financing 
over cost of 
marketing 
Operationssnenriioe (26,000) 
Excess at end 
ofiveanr an eiiers = 30,294 23,245 
Volume Volume 
(in millions) (in millions) 
Kilo- Kilo- Kilo Kilo- Kilo- Kilo- 
grams grams Cases grams grams grams Cases grams 
Sales'tinc cc sapere as eee 11.9 62.5 0.8 10.8 18.3 73.0 b.5 14.8 
Purchasesisaere voces 13.6 61.5 0.9 11.9 9.8 67.9 1.1 15.9 


*Includes whole milk powder and cheese. 
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STATEMENT OF DAIRY SUPPORT PROGRAM OPERATIONS 
FINANCED BY GOVERNMENT OF CANADA 

FOR THE YEAR ENDED JULY 31, 1988 

(in thousands of dollars) 


1988 1987 
Direct support payments to producers of 
industrial milksandicream) “7.401: «'-1.1a..415 foe 283,092 279,912 
PNGIMIUIStrA lV CIEXPENSES umn eeiarsssiece oietslers sea crete 4,435 4,426 
Warnying charges. emotes cciers ier oo 2 va 2,126 2,228 
Cost of production studies— 
ProfesSlOnaliSCLVICES maya) -yatg.)exnyois) exAay a0 cause 593 440 
Cost of dairy support program 
Operatlonsys. Sere. a. Mee eR rates eae fe erties ate eae 290,246 287,006 
Financing by Government of Canada 
(Note 4) 
Agricultural Stabilization Board ............. 285,811 282,580 
Parliamentary appropriation ................ 4,435 4,426 
290,246 287,006 


NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1988 


ile 


The Commission 


The Canadian Dairy Commission (the "Commission"), a 
Crown corporation named in Schedule C, Part I of the Financial 
Administration Act, is an agent of Her Majesty, and is not 
subject to the provisions of the Income Tax Act. The objectives 
of the Commission, as established by the Canadian Dairy Com- 
mission Act 1966-67, are "to provide efficient producers of 
milk and cream with the opportunity of obtaining a fair return 
for their labour and investment and to provide consumers of 
dairy products with a continuous and adequate supply of dairy 
products of high quality". 

The Commission administers the Dairy Support Program fin- 
anced by the Government of Canada and, in co-operation with 
the Canadian Milk Supply Management Committee (CMSMC), 
administers the Marketing Operations financed by Producer 
Levies. 


. Significant accounting policies 


Foreign currency translation 


Sales and receivables in foreign currencies are generally 
hedged by currency conversion agreements and are translated 
into Canadian dollars at the exchange rates provided therein. 
Sales which are not hedged by currency conversion agreements 
are translated into Canadian dollars at the exchange rate in 
effect at the date of the transaction. Monetary items denomi- 
nated in a foreign currency at the balance sheet date which are 
not hedged are adjusted to reflect the exchange rate in effect at 
that date. Any exchange loss or gain, arising on translation or 
settlement of a foreign currency item, is charged or credited to 
marketing operations financed by producer levies. 


Inventories 


Inventories are valued at the lower of cost and net realizable 
value. 


ay 
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Allowance for losses on surplus production and export sales 


The Commission establishes an allowance for losses on sur- 
plus production and export sales at the time such surplus occurs. 
The allowance is established by reference to the Commission’s 
outstanding purchase commitments, actual butter inventory le- 
vels relative to the normal level established by the Commission, 
and world market prices. 


Refunds of excess of financing over cost of marketing operations 


In accordance with section 36 of the Memorandum of Agree- 
ment to the National Milk Marketing Plan, the treatment of any 
excess of financing by producer levies in respect of marketing 
operations is determined by the CMSMC. Refunds, if any, are 
recorded in the year declared. 


. Trade accounts receivable 


Trade accounts receivable are net of an allowance for doubt- 
ful accounts of $11.8 million (1987—$8.3 million). 


. Financing 


(i) Dairy Support Program Operations 


The Agricultural Stabilization Board, through Agriculture 
Canada Vote 15, provides financing to the Commission for 
direct support payments to producers of industrial milk and 
cream and carrying charges associated with skim milk pow- 
der, to a maximum of $10 million annually. 
Administrative expenses and professional services relating 
to cost of production and other studies are financed by 
Agriculture Canada Votes 5, 45 and 50 (1987—Votes 5, 40 
and 45). 


(ii) Marketing Operations 

Producers are responsible for all costs of disposal of sur- 
plus production, all losses on special export production 
under the export quota program, and for carrying charges 
on surplus dairy products except for skim milk powder. 
These costs are financed through producer levies estab- 
lished by the CMSMC. Levies are charged and collected 
by the provincial marketing boards and agencies and re- 
mitted to the Commission. 

Administrative services are provided by the Commission to 
the Marketing Operations Program without charge. 


Inventories 
1988 1987 
(in thousands 
of dollars) 
Cost 
Buttermere rent at i trie cota ener 62,930 53,171 
Skimsmilis pow denne ert ede = 22,598 25,574 
Othendainyiproducts, au... -smae ease or 15,624 8,541 
101,152 87,286 


Less allowance for write down 
Button arevyretsnrt geo ein cee mnt s aha 390 


Skimimilkpowder =... stk, erent 10,292 16,668 
Otherdairyeproducts, <j... tetera ea ce = 8,204 4,773 
18,496 21,831 

IN Morole) MA Owe ae on a OO ATO oe > 82,656 65,455 
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NOTES TO FINANCIAL STATEMENTS 
JULY 31, 1988—Concluded 


Inventories of skim milk powder, other dairy products and 
unsalted butter have been written down to their estimated net 
realizable values based on world prices. This write down has 
been charged to marketing operations financed by producer 
levies. 


6. Loans from Government of Canada 


Loans are obtained to finance marketing operations. The 
Commission is authorized to borrow a maximum of $300 mil- 
lion from Canada. There are no specific terms of repayment. 
However, loans and accrued interest are repaid on a regular 
basis as and when funds are available. The interest rates during 
the year varied from 7.231% to 9.478% (1987—6.923% to 
9.25%). 


Loan transactions for the year are summarized as follows: 


1988 1987 
(in thousands 
of dollars) 
Balance at beginning of year.............. 85,769 127,241 
BOTrOwin oS aici tise tieteosls ree he teks vial sh atennne 279,684 299,608 
Paymenttstmeretre rere ovel: cic. oe ni 3)cue siecle siaieeel (278,090) (341,683) 
Accrued interest at end of year............ 710 603 
Balance:at end of year... -vug.- yen oes 88,073 85,769 
7. Producer levies 
Producer levies are comprised of: 
1988 1987 
(in thousands 
of dollars) 

Industrial milk 

In-quotaleviessaaaccki en ce eee ers ; 175,365 193,525 

Over-quotailevieS a poy yee ieee : 31,894 7,459 

Exportquotaleviessererr nines ries 5 36,476 

207,259 237,460 
livid ntl ee cpersat che cr atacforsg,+ssteeiaeea ud 8,070 7,954 
253329 245,414 


In-quota levies include an amount to cover the total cost of 
carrying charges on normal butter inventory levels. Over-quota 
levies are raised on production between 100% and 103% of the 
market sharing quota. The excess of financing over butter 
carrying charges for the year amounted to $1.5 million (1987— 
$1.2 million). The cumulative excess of financing over butter 
carrying charges amounted to $2.7 million at year end. 


8. Representatives’ fees 


The Commission has used the services of representatives for 
the sale of dairy products on the export market. Fees, which 
are included in cost of goods sold, are as follows: 


1988 1987 
(in thousands 
of dollars) 

Coopérative Fédérée de Québec, Canada .... 631 780 
U..é& M. ExportsInc.;'Canada.....5.......siaea 565 
Intercontinental; MexicO <.....00..00s006+ 0. 1,026 710 
Gestion Y. Dessarrollo—Commercial S.A., 

Pek ee O ieee ae ee eee Gees ; S51, 581 
Canada Expa (1980) Inc., Canada ......... 4 5) 


2,218 2,639 


Sy). 
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Purchase commitments 


As at July 31, 1988, the Commission was committed to pur- 
chase skim milk powder produced prior to that date at Canadian 
support prices and other dairy products at negotiated contract 
prices. The commitments amounted to approximately $14.4 
million (1987—$11.4 million). 


Related party transactions 


Included in export sales is an amount of $11.5 million 
(1987—$19.4 million) of sales to the Canadian International 
Development Agency. These sales were in the normal course 
of business at the Commission’s established sales prices. Re- 
lated receivables at year end amounted to $2.3 million 
(1987—$2.8 million). 

In addition, government departments provided certain admin- 
istrative services to the Commission without charge. 


. Subsequent events 


In accordance with the decision of the CMSMC at its meeting 
of September 29 and 30, 1988, $27 million of the excess of 
financing as at July 31, 1988 will be refunded to the provinces. 
Further, the CMSMC agreed that the $2.7 million of the excess 
of financing for butter carrying charges at July 31, 1988 would 
be applied to future butter carrying charges. 

The CMSMC also approved an extension of the deadline for 
the province of British Columbia for serving notice to withdraw 
from the National Milk Marketing Plan effective July 31, 1989. 


. Financial statement presentation 


A statement of changes in financial position has not been 
included because, in the opinion of management, it would not 
provide any meaningful additional information. Further,certain 
comparative amounts have been reclassified to conform with 
the presentation adopted in the current year. 
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SUMMARY PAGE 
CANADIAN FILM DEVELOPMENT CORPORATION 


-MANDATE 


To foster and promote the development of a feature film industry in Canada. To administer the Canadian Broadcast 


Program Development Fund and the Feature Film Fund for private sector development of television and feature film 
productions meeting specific standards of Canadian content. 


BACKGROUND 


The scale of the corporation’s activities has increased since 1981 with the inception of new government programs in 
support of the domestic television and feature film productions industry. 


~CORPORATION DATA 


HEAD OFFICE National Bank Tower 
600 de la Gauchetiére Street, West 
Montreal, Quebec 
H3B 4L2 


STATUS — an agent of Her Majesty 
— exempted from Divisions I to IV of Part X of the Financial 
Administration Act; subject to Part VIII of this Act as it read 
immediately before the (1984) repeal thereof. 


APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 
DEPARTMENT Communications 


YEAR AND MEANS OF 1967; by the Canadian Film Development Corporation Act, (R.S.C. 
INCORPORATION L985 .c. C=16); 


CHIEF EXECUTIVE Pierre Desroches 
OFFICER 


/ CHAIRMAN Edmund Bovey 


: AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial year ending March 31. 


1989 1988 1987 1986 
(restated) 
At the end of the period 
SLANE ASSOC Gam niior tent ue Aiba ye oie te Rieclore ciuake! vaiensiane ios Obit 35.0 2763 ZI, 13.0 
Blioationsto the private SCClOL Geiece ok ence stam cos as ne nil nil nil nil 
Pia AUONS IO ANAC A et. trees sie inane 6 esi ty« «a's ee eehonne nil nil* 6.3 6.3 
TEs AN ACA nine rr talc Wee cieiay beg,» Sek Goce Wa 24.2 19.9 19.8 10.1 
Cash from Canada in the period 

ee SCEAL Vis ciet a er cee etd ns Siete nurs seis s oie, slereieins 128.9 115.6 86.0 75.9 
BAST TOU SOLAN Y oh Nace te yoga es ouiateic a5 oun, «) 2, sjayens-a pimp loaialtae nil nil nil nil 


* In 1987-88, pursuant to authorization, Canada forgave $6.3 million loan principal. 
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CANADIAN FILM DEVELOPMENT CORPORATION 


AUDITOR’S REPORT 


TO THE MINISTER OF COMMUNICATIONS 


I have examined the balance sheet of the Canadian Film Devel- 
opment Corporation as at March 31, 1989 and the statements of 
operations, equity of Canada and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied, on a basis consistent with that of the 
preceding year. 


Further, in my opinion, proper books of account have been kept 
by the Corporation, the financial statements are in agreement there- 
with and the transactions of the Corporation that have come to my 
notice during my examination of the financial statements have, in 
all significant respects, been in accordance with the Financial Ad- 
ministration Act and regulations, the Canadian Film Development 
Corporation Act and the by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 7, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 LIABILITIES 1989 1988 
$ $ $ $ 
Current Current 
Loans Accounts payable! aacvsne cies ee teremcacnaeree : 10,563,754 7,251,763 
Canadian programming Long-term 
Interim financing one 200\e/ 6/0 (0010-610) 06.0 8.08 2,769,788 Phe 1 ANTE 159 Provision for employee termination 
Permanent financing ............+.+.+- 649,750 628,950 benelitsisy.a bur ete ctanieatna ee 250,372 190,494 


Feature films 10,814,126 7,442,257 


Interimfinancin Geeracys etn anne la ane 2,635,754 2,230,604 
Permanent financinta-vaey ce flea tate reer 1,165,250 1,052,182 
7,220,542 6,048,895 oe 
Parliamentary appropriation : 
EON OES PUNTER Or, eaten Nein 18,847,152 16,057,183 EquityotiCanadamcamnvscn coin terocraelerrers ; 24,228,742 19,892,439 
Accountsirecelvable) jas coemeeons eee ee 1,132,900 423,862 
Prepaidiexpenses it. cies Pi) ee ar karte 857,445 949,818 
28,058,039 23,479,758 
Long-term loans 
Canadian programming 
Interimifinancinew ene <ernccr. otele cytes ete ees 225,000 470,500 
Permanentiinaneinsin orl. «1-sholei-tiniere seater 913,250 100,000 
Feature films 
Interim) financing hte tee cies ee eee ee os 555,900 446,900 
Permanent financing e.nisars - 3 etree 2,675,000 1,000,000 
4,369,150 2,017,400 
Fixediassetsi(Notes4 92 ttre ects rs she ote te res 2,615,679 1,837,538 
35,042,868 27,334,696 35,042,868 _ 27,334,696 
Approved by the Board: 
EDMUND BOREY 
Chairman 


Approved by the Management: 


PIERRE DESROCHES 
Executive Director 


PUBLIC ACCOUNTS, 1988-89 135 
CANADIAN FILM DEVELOPMENT CORPORATION—Continued 
STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 1989 1988 
Canadian Feature 
programming films Total Total 3 : $ $ 
$ § $ Operating activities 
’ Cost of operations for the year............. . (124,531,697) (108,393,532) 
Assistance pirat as (Note 5) Items not affecting liquidity 
English production .......... 38,140,414 22,339,246 60,479,660 55,989,804 oane wiittencofi onconverted 
French production .........<: 21,128,836 11,186,508 32,315,344 36,888,588 INtOMNVEStente eee ee ee p 3.289.293 2.523.090 
Marketing and Dépreciationss, @ (RUDING. YOM, 69S 645,775 455,554 
distribution ... Feet e eee ees 22,176,702 22,176,702 7,718,909 Increase (decrease) in the provision 
Development of the industry ... 5 /91E S219 7s 13250 S.5 0:07 for employee termination benefits ...... ; 59,878 (86,010) 


59,269,250 61,499,588 120,768,838 104,147,318 (120,536,751) (105,500,898) 


Revenues Net change in non liquidity items 


Interest on loans ............. 796,627 860,900 1,657,527 1,009,644 of working capital related 
Management fees............ 904,975 TOTOPErAatlonS paresiaere sre race acerca kere: : 2,695,326 635,686 
796,627 860,900 1,657,527 1,914,619 (117,841,425) (104,865,212) 
Cost of operations Investing activities 
before administration Loans 
EX PENSESWee erste DATA ies Ore 58,472,623 60,638,688 119,111,311 102,232,699 Investments rrcncmene a ei cerecee tere ermr ees . (14,379,368) (12,914,428) 
et ; IRGimbUrSeMentsSscrcer ae ee te ae ee ; 7,566,678 12,425,365 
Administration expenses 
(Note:6) ‘pase autos: orients 5,420,386 6,160,833 (6,812,690) (489,063) 
: Acquisition of: fixedtassets mie sisters eis ‘ (1,423,916) (1,361,907) 
Cost of operations for 
the Years ya vee Ono ee 124,531,697 108,393,532 (8,236,606) (1,850,970) 
Financing activities 
Parliamentary appropriation for the year..... . 128,868,000 108,522,000 
Parliamentary appropriation receivable 
STATEMENT OF EQUITY OF CANADA Increase forthe yearaya-- eee ee elas : 2,789,969 1,805,818 
FOR THE YEAR ENDED MARCH 31, 1989 Balance at beginning of the year ........... . 16,057,183 14,251,365 
| Balanceratendlofihenycatae- tenia 5 18,847,152 16,057,183 
1989 1988 
$ $ 
Balance at begining of the year 
As previously reported .........00ceeeeeees 19,892,439 28,495,921 NOTES TO FINANCIAL STATEMENTS 
Write-off of a portion of the MARCH 31, 1989 
parliamentary appropriation receivable ‘ fare 
for previous years (Note 7) .............-- (8,731,950) 1. Authority and activities 
erotalcd a emer es a. ema e et ahh ac eas 19,892,439 19,763,971 The Corporation was established in 1967 by the Canadian 
Parliamentary appropriation for the year ........ 128,868,000 108,522,000 Film Development Corporation Act with the objective of fos- 
tering and promoting the development of a feature film industry 
148,760,439 128,285,971 3 ; ; : 
: in Canada. The Corporation has since been charged with the 
Gost of operations, for the year ................ 124,531,697 108,393,532 Mie ‘ . 
administration of the Canadian Broadcast Program Develop- 
Balance. atviend Outhelyear meter ects ai lele e)-a ls sie) 24,228,742 19,892,439 ment Fund, established on July 1, 1983, within the framework 


of the Broadcasting Strategy for Canada as well as with the 
management of various new programs established under the 
National Film and Video Policy of May 1984. 

The Corporation is a Crown corporation subject to the provi- 
sions of Part VIII of the Financial Administration Act as it read 
before its repeal in 1984 and as if it continued to be named in 
Schedule C of the Act. 


2. Significant accounting policies 


(a) Liquidity 
The financial operations of the Corporation are processed 
through the Consolidated Revenue Fund of Canada, thus the 
absence of bank accounts. For the purposes of the statement 
of changes in financial position, its liquidity consists of a 
parliamentary appropriation receivable. 


(b) Loans 


Loans are shown on the balance sheet at their face value, 
less an allowance for losses. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


(c) 


(d) 


(e) 


(f) 


(g) 


Investments 


Funds advanced for feature films and Canadian programm- 
ing, in return for a share in the proceeds, are expensed as 
assistance expenses in the year in which the funds are paid 
or have become payable. 

All proceeds, up to the amount of the related investment, 
are credited to expenses as a reduction of assistance expen- 
ses made during the year. Any amount in excess thereof is 
accounted for as revenues. 


Fixed assets 


Fixed assets are recorded at cost. 

Depreciation is provided for, using the diminishing-balance 
method, at the annual rate of 30% for the automobile and 
20% for the furniture and equipment and the computer 
installations. Leasehold improvements are amortized, using 
the straight-line method, based on the terms of the leases. 


Parliamentary appropriation 


The parliamentary appropriation voted to the Corporation 
for its objectives comprises an amount for the development 
of a feature film industry which can be carried forward to 
future years up to the amount of unused film receipts and 
another lapsing amount for the production of Canadian 
programming. The unlapsed parliamentary appropriation is 
credited to the Equity of Canada. The admissible unlapsed 
amount not used at the end of the year is presented on the 
balance sheet as a parliamentary appropriation receivable. 


Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided for under their conditions of em- 
ployment. The cost of these benefits is expensed in the year 
in which they are earned. 


Pension plan 


All employees participate in the superannuation plan ad- 
ministered by the Government of Canada. The employees 
and the Corporation contribute equally to the cost of the 
plan. This contribution represents the total liability of the 
Corporation. Contributions in respect of current service and 
admissible past service are expensed during the year in 
which payments are made. The terms of payment for past 
service are set by the applicable purchase conditions in 
effect, generally over the number of years of service re- 
maining prior to retirement. 


3. Parliamentary appropriation receivable 


1989 1988 
$ $ 
Development of the feature film 
UTNGUSUL Veneer ceat ses te ossh cise 0:6 fers ENeT. 13,147,699 7,675,238 
Canadian programming production ........ 3,885,895 5,667,108 
Interim financing to producers 
and distributors cisyasth<paics Sys ase tacue 1,813,558 2,714,837 
18,847,152 16,057,183 


4. Fixed assets 


Furniture and equipment... . 
Computer installations .... . 
Leasehold improvements .. . 
AUCOMODIC hres F 


5. Assistance expenses 


InvestmentSan meee 
Proceeds from investments . 
Loans written-off 
or converted into 
INVESTMENCS eases cl. es ere , 
Reimbursements of 
loans previously 
Written-Ofi soa ; 


Operating expenses 
(Note :6)) esdeee ane cote : 


6. Operating expenses 
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1989 1988 
Accumulated 
Cost depreciation Net Net 
$ $ $ $ 
1,556,120 792,640 763,480 657,420 
1,894,640 594,753 1,299,887 755,391 
806,074 267,762 538,312 424,727 
20,000 6,000 14,000 
4,276,834 1,661,155 2,615,679 1,837,538 
1989 1988 
Canadian Feature 
programming films Total Total 
$ $ $ $ 


. 64,148,007 58,855,676 123,003,683 107,787,260 
. (9,662,172) (2,947,479) (12,609,651) (11,693,953) 


2,835,556 453,737 3,289,293 2,523,090 


(43,929) (43,929) 
57,321,391 56,318,005 113,639,396 98,616,397 


1,947,859 5,181,583 7,129,442 5,530,921 
59,269,250 61,499,588 120,768,838 104,147,318 


1989 1988 
$ $ 

Salaries and employee benefits .......... ‘ 5,966,015 5,472,958 
Rent, taxes, heating and electricity ....... : 1,417,070 1,088,347 
Professionallservices) 4)... 4c ee 1,394,806 1,585,663 
Printing, postage and office 

EX PENSESpree. cua fees stance ay nur cieieiaee ts ae 1,201,526 1,152,535 
Travellis.). Sepecsers tage: «.cnsraacais, v wtosgnaean le : 671,721 647,703 
Depreciation ce eters: tocar ter ; 645,775 455,554 
ACVertising or tet cvicsee erica : 461,076 265,584 
llelephonesanditelexar rat eysr etree : 344,944 371,745 
FL OSpitali types awepernttrs st coef sacs teks ssres reyes a : 152,816 196,927 
Relocationiexpenses. sarcasm seis errr A 148,527 183,361 
Consultants fees cmc serosa: : 145,552 271,377 

12,549,828 11,691,754 

Portion applicable to assistance 

expensesi(Note:)) eeeeeeeicee rete ‘ 7,129,442 5,530,921 
Portion applicable to administration 

EXPENSES ty. <secercie, ov siqern ws severes efelerepeicraes 5,420,386 6,160,833 


7. Parliamentary appropriation receivable 


Prior to April 1, 1987 the Corporation has considered that the 
unused portion of the parliamentary appropriation for the de- 
velopment of the feature film industry during a year could be 
carried forward to future years. During the year ended March 
31, 1988, the Treasury Board has decided to limit this carry -for- 
ward, with retroactive effect, to the unused film receipts. In 
order to comply with this decision, the Corporation has retro- 
actively written-off the amount of $8,731,950 of the 
parliamentary appropriation receivable shown in its financial 
statements as at March 31, 1987, with a contra entry to the 


Equity of Canada. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


8. Commitments 


As at March 31, 1989, the Corporation is contractually com- 
mitted to advance funds totalling $39,283,576 as loans and 
investments, of which $18,814,921 are for French productions 
and $20,468,655 are for English productions. Further, it has 
accepted financing projects that may call for disbursements of 
approximately $3,307,739 of which $2,949,871 are for French 
productions and $357,868 are for English productions. 

The Corporation has entered into long-term leases for the 
rental of office space and equipment used in its operations. The 
aggregate minimum annual rentals payable during subsequent 
years are as follows: 


$ 
EO Bore 8:O o ORS OTSA OO NE! Dae PEA REN MER IERS coo oro Tp OUI Ola Teo 1,604,655 
199 ae rnaenn.d sak. taie ott tts seks tenet cysten ma hosve se comes Reoitapenets Gein ae 1,680,198 
LOD Faden Seay re ayay chs ake os efetete teen vets segetenos ie aeoleregeesnss apstckersderenels 1,598,336 
ROE 4 Sse Ae NG oen Oia Menomena ein eras om om Can ame one 1,695,335 
eet Rano pea odkei anos Oc cco han aOp OT One GO ND Core 1,655,979 
1995=2000 Sw tete.cro deco ier her otoke creme mee ices ats sels eteasre ayorer er 7,018,134 


15,252,637 


ST EEE————eE——eEeEeEeEeeEeEee——————e——E eee 


Sar I 
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SUMMARY PAGE 
CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


MANDATE 


To increase knowledge and understanding of the issues relating to international peace and security from a Canadian 
perspective, with particular emphasis on arms control, disarmament, defence and conflict resolution. 


BACKGROUND 


The corporation was established in 1984 by special Act of Parliament. That Act was amended (R.S.C. 1985, jie Supp. c. 
46) to give the corporation status under the Financial Administration Act resembling that of the cultural Crown 
corporations, being exempt from most provisions of Part X of the Act. The corporation is authorized to fulfill its mandate 
by the following means: 


(a) foster, fund and conduct research; 

(b) promote scholarship; 

(c) study and propose ideas and policies; and 

(d) collect and disseminate information on, and encourage public discussion of issues of international peace and security. 


CORPORATION DATA 


HEAD OFFICE 360 Albert Street 
Ottawa, Ontario 
K1R 7X7 
STATUS — not an agent of Her Majesty 
— exempt from Divisions I to IV of Part X of the FAA by s. 85(1) of 
that Act. 
APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 
DEPARTMENT External Affairs 
YEAR AND MEANS OF 1984; by the Canadian Institute for International Peace and 
INCORPORATION Security Act, (R.S.C. 1985, c. C-18). 
CHIEF EXECUTIVE Bernard Wood 
OFFICER 
CHAIRMAN David Braide 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

TOtCLASSES 7c cero irttaS55s aisles aucade’ oan ch rer naan, 2.2 1.8 1.6 1.9 

pations tothe private:sectOr 2.0476... 6.. cee renee eres nil nil nil nil 

Obligations to Ganadat 3.6.5 ie aa ers ee tea e Peecemen eee nil nil nil nil 

Bouityvot Canada ccs a4. so suceters init ae tia eee cae Ll 1.6 1.4 Lop 
Cash from Canada in the period 

SST MUG BELAY: (Jie aera ia a iecters sa lantae Guta eae os She sete en tee 5.0 4.0 3.0 2 


p= SION UIC LALY © on gran ale aatwht ans Sertiaxdece eee eee eee eee nil nil nil nil 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURITY 


AUDITOR’S REPORT 


TO THE CANADIAN INSTITUTE FOR INTERNATIONAL 
PEACE AND SECURITY 

AND 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the Canadian Institute for 
International Peace and Security as at March 31, 1989 and the 
statements of operations and equity of Canada and changes in 
financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards,and 
accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Institute as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 

D. Larry Meyers, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 23, 1989 
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ASSETS 1989 1988 


$ $ 
Current 
GCashrandstermideposits ey aeity- rend aa shel cterst- 1,738,040 1,640,860 
IA Cored. interes tr.yereyrverrpepsiet tantra pees 10,789 11,612 


PrepaidiexPenses wa a.te wile biel obras 134,373 41,120 


1,883,202 1,693,592 
Furniture, equipment and leasehold 
improvements (Notes3) Gi .ees: -fepeselsveueraseto halo aye 272,899 143,309 


2,156,101 1,836,901 


Approved by the Board: 


WILLIAM H. BARTON 
Chairman of the Board 


BERNARD WOOD 
Chief Executive Officer 


LIABILITIES 1989 


Current 
Accounts payable and accrued 
liabilitiessericinnrrrc eee eee 7 240,728 
Deferred rent compensation 
(NOGA) een teres teioue orerates eccietare crests ate ! 168,003 


408,731 
EQUITY OF CANADA 
Equityiof Canada. 2 xiao. « sfoeretsters sisteiee ‘ 1,747,370 


2,156,101 


240,093 


1,596,808 


1,836,901 
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STATEMENT OF OPERATIONS AND EQUITY OF CANADA NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED MARCH 31, 1989 MARCH 31, 1989 . 
1989 1988 1. Authority and operations 
$ § The Institute was established in 1984 under the Canadian 
Institute for International Peace and Security Act (the Act). The 
Hapensesinchedle) Institute is exempt from Divisions I to IV of Part X of the 
BO Financial Administration Act. 
Research: %ac-c sy terepmenerieereteent: Mercere: LOTS, 831,692 , : : 
Responsive grants, awards The purpose of the Institute is to increase knowledge and 
and scholarships ...........0.0s0000005 1,156,017 905,114 understanding of the issues relating to international peace and 
Public programmes .............0 000000: 1,046,388 875,387 security from a Canadian perspective with particular emphasis 
Information services ...........0..000005 464,390 250,438 on arms control, disarmament, defence and conflict resolution, 


3,864,527 2,862,631 


General administration and support 


AGInini stration earete herent cmecre-meeras 672,542 627,939 
I XCCULIVC mmr ee ents oe eT AS oo cotens vaveyacacepene 355,642 291,356 
Boardiotbirectorsseerr sierra icra 94,487 98,644 


1,122,671 1,017,939 


4,987,198 3,880,570 


Revenue 

IntEreSEINCOME ae. sete ete ie eistereieiiserr eters ts 137,760 75,430 
Net coshooperatlonsierris arent 4,849 438 3,805,140 
Parliamentary appropriation .................. 5,000,000 4,000,000 
Excess of parliamentary appropriation 

ONO NACONO ICONS Gomgoccdhoasnoone 150,562 194,860 
Equity of Canada at beginning of the year....... 1,596,808 1,401,948 
Equity of Canada at end of the year............ 1,747,370 1,596,808 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Operating activities 
Cash used in operations 
Neticostiofjoperationsae...55 ae aera 4,849 438 3,805,140 
Item not requiring an outlay of funds 
Depreciation and amortization .......... (103,851) (79,243) 


4,745,587 3,725,897 
Changes in balance sheet 


accounts 
Increase in deferred rent 

COMPCOSAlLONe, saree Mere vio thse eS (168,003) 
Increase in prepaid expenses............ 93,253 25,563 
Increase (decrease) in accrued 

URE, ree eeaeenen eaten reve orn pine Bloc (823) 385 
Increase in accounts payable and 

ACeKNeEdsiabilities ynice eel tee eee (635) (85,796) 


4,669,379 3,666,049 
Investing activities 
Acquisition of furniture, equipment and 


leasehold improvementS™ese-. o- «isc seer 233,441 61,834 
Financing activities 

Parliamentary appropriation ................ (5,000,000) (4,000,000) 
Increaseiduning the veargan an. cmern a. cis 97,180 272117 
Cash and term deposits at beginning 

OP VEAr Ee ak BE AE BU hott on Bods 1,640,860 1,368,743 
Cash and term deposits at end 

OV CATIA S Ok 2 DEE ss ars ea ae lathe 1,738,040 1,640,860 


and to: 


(a) foster, fund and conduct research on matters relating to 
international peace and security; 


(b) promote scholarship in matters relating to international 
peace and security; 


(c) study and propose ideas and policies for the enhancement 
of international peace and security; and 


(d) collect and disseminate information on, and encourage 
public discussion of, issues of international peace and 
security. 


. Significant accounting policies 


These financial statements have been prepared in accordance 
with generally accepted accounting principles. The significant 
accounting policies followed are: 


(a) Furniture, equipment and leasehold improvements 


Furniture, equipment and leasehold improvements are re- 
corded at cost. Furniture and equipment are depreciated on 
the straight-line basis at an annual rate of 20%. Leasehold 
improvements are amortized, using the straight-line 
method, based on the duration of the lease. 


(b) Pension plan 


Employees participate in the Public Service Superannua- 
tion Plan administered by the Government of Canada. The 
Institute’s contributions are equal to the contributions paid 
by its employees in respect of current services. These con- 
tributions represent the total liability of the Institute in 
respect of the pension plan and are recorded as expenses in 
the same period as the employees’ services are rendered. 


(c) Income taxes 


The Institute is exempt from any income tax 
(d) Parliamentary appropriation 


Parliamentary appropriation is recorded in the accounts on 
an accrual basis. Furthermore, the Act states that the In- 
stitute shall be paid from the Consolidated Revenue Fund 
the sum of $5 million annually or such greater amount as 
may be appropriated by Parliament. 


(e) Grants, awards and scholarships 


Grants, awards and scholarships are charged to operations 
when the conditions of the agreement are met by the reci- 
pient. 


. Furniture, equipment and leasehold improvements 


1989 1988 


Accumulated 
depreciation 


and 
Cost amortization Net Net 
$ $ $ $ 
Fumiturepaer snus tee es 305,309 145,222 160,087 68,683 
Equipments... a-e 191,866 79,054 112,812 70,210 
Leasehold 
improvements ......... 45,872 45,872 4,416 


543,047 270,148 272,899 143,309 
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CANADIAN INSTITUTE FOR INTERNATIONAL PEACE AND SECURIT Y—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


4. Deferred rent compensation 


Amount provided by new landlord to compensate for expen- 
ses to be incurred on previous leased premises during 1989-90. 


_ 5. Commitments 


(a) Office lease agreement 


The total commitments for lease payments are estimated at 
$365,000 for each of the nine subsequent years. The lease 
agreement also calls for a pro rata share of occupancy costs 
of approximately $177,000 annually. 


(b) Programmes 


The Institute is committed to make payments totalling ap- 
proximately $1,302,400 in subsequent years ($1,248,400 in 
1989-90) subject to compliance by the recipients with the 
terms of the agreements. 


1989 1988 
$ $ 
Research irentvtnne evetetstecs are. stern sso eae 547,000 360,000 
Responsive grants, awards 
and|ScholatrshipSpan eels oie 515,300 644,300 
Publiciprogrammes rer ang. e es ee 210,100 149,000 
Informationisenvices mapa reerctt 30,000 2,400 


1,302,400 1,155,700 


SCHEDULE OF EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1989 


Programmes 
Responsive 
grants, 
awards and _— Public Information 
Research scholarships programmes services 
$ $ $ $ 

MGFAntSeaci eee trate otter sss 487,730 973,024 210,311 81,440 
Salaries and employee 

benefitsuere merino: 386,316 141,041 346,242 172,689 
Rent and occupancy 

COSISHE iti eaeat hele 92,342 23,129 74,286 110,397 
Eliblications),.aaaceaucpe-s. oe > 150,350 288,546 
Transportation and 

communications ........... 36,646 13,808 24,068 22,497 
Professional and special 

SEIVICES Ire tespata deine aro 4,527 5,015 63,006 34,601 
Materiel and 

Supplicst-4. ea ate ernest. 36,170 
Depreciation and 

AMOMIZACION ftys Race 2 cces  « 
Conferences, workshops 

angiseminars fac Sas hisiass =< 39,821 39,929 6,596 
Directors’ 

REGS Mrwged sho hie SaaS tows 
Repair and 

UPLCS wh Saaraue Soa Sees 
Miscellaneous’ suas cae 


1,197,732 1,156,017 1,046,388 464,390 


141 
General Administration and Support 
Board 
Admini- of 
Total stration Executive Directors Total 1989 1988 
$ $ $ $ $ $ $ 
1,752,505 1,752,505 1,310,014 
1,046,288 241,899 283,809 $25,708 1,571,996 1,277,005 
300,154 116,535 43,390 159,925 460,079 196,086 
438,896 438,896 402,246 
97,019 98,656 24,036 44,078 166,770 263,789 227,175 
107,149 18,793 4,407 13,159 36,359 143,508 100,946 
36,170 69,178 69,178 105,348 97,840 
103,851 103,851 103,851 79,243 
86,346 86,346 127,967 
37,250 37,250 37,250 34,750 
20,480 20,480 20,480 24,596 
3,150 3,150 3,150 2,702 
3,864,527 672,542 355,642 94.487 1,122,671 4,987,198 3,880,570 
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SUMMARY PAGE 
CANADIAN LIVESTOCK FEED BOARD 


MANDATE 


To ensure: availability of adequate feed grain to meet the needs of livestock feeders; availability of adequate storage for — 


feed grain in eastern Canada; reasonable stability in prices for feed grain in eastern Canada, British Columbia and the 
Yukon and Northwest Territories; and fair equalization of feed grain prices in those regions. 


BACKGROUND 


Established in 1967, the Board executes its mandate by subsidizing the transportation costs of feed grains; by assessing | 


requirements for feed grains and storage space and by collecting and disseminating related information; and by 


negotiating and coordinating with respect to storage, handling, transportation and cost of feed grains. Its programs are | 


financed by budgetary payments from Canada. 
CORPORATION DATA 
HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHAIRMAN AND CHIEF 
EXECUTIVE'OFFICER 


AUDITOR 


Suite 400 

5180 Queen Mary Road 

P.O. Box 177, Snowdon Station 
Montreal, Quebec 

H3X 3T4 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable Charles Mayer, P.C., M.P. 
Minister of Western Economic Diversification 
and Minister of State (Grains and Oilseeds). 


Agriculture 


1967; pursuant to the Livestock Feed Assistance Act, (R.S.C. 1985, 
c. L-10). 


Denis Ethier 


The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial years ending March 31. 


At the end of the period 
Total Assets 
Obligations to the private sector 
Obligations to Canada 
Equity of Canada 

Cash from Canada in the period 
— budgetary 
— non-budgetary 


Ol Suse ae) S (ea ene! wi wits) <6) 8: ele Jelie! a) ee cee ae 


SG) @ \@ @ @) 81 1@ (0 0) 0’ (61/0) .e) te) 9. 16 


6, 0 91.0) 4.8 L019 0 [6 6. © 10) 0) fa, 2. (6 le Kaen mile. .e 


wre € ah elree eh. eure 6 6. 0) 6 0116 el ele 8 6, @retel_eme 


onKeorerierere ce viernes (ene: einewe pehieneriameneme 


1989 1988 1987 1986 
Sora meee 2.4 2 2.4 285 
Oi eo ng ort nil nil nil nil 
a's RTE ss BM nil nil nil nil 
yo aN negl. 0.2 OS 0.5 
PR iss Se 19.1 18.6 |g 92 16.8 
ob atone hl ca ge Nos nil nil nil nil 
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AUDITOR’S REPORT 


TO THE CANADIAN LIVESTOCK FEED BOARD 
AND THE 

MINISTER OF AGRICULTURE 

I have examined the balance sheet of the Canadian Livestock 
Feed Board as at March 31, 1989 and the statements of operations, 
equity of Canada and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
ces. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Board as at March 31, 1989 and the results of 
its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Board that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Live- 
stock Feed Assistance Act and regulations and the by-laws of the 
Board. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


_ May 31, 1989 


| BALANCE SHEET AS AT MARCH 31, 1989 


| ASSETS 1989 1988 LIABILITIES 1989 1988 
| $ $ $ $ 
_ Current Current 
meer Accounts receivable: 2% ju Peis sale 97,507 2,633 ACCOUMNLS PAVADISy aie ieee ere) oie everels/efoloyels cise st j 101,286 75,961 
Parliamentary appropriations receivable ...... 2,068,086 1,762,837 Contributions payable wares -ntyverererere eerie ; 2,052,571 1,723,963 
2,165,593 1,765,470 2,153,857 1,799,924 
_ Amounts recoverable under the new inland Provision for employee termination benefits ... . 157,267 136,439 
elevator construction assistance program 2.311.124 1.936.363 
(Note) est tees st den aoe Ath ae 217,048 348,184 aie ‘ 
EQUITY OF CANADA 
Equity‘of Ganadaiey tre cretvecs stersiene ocierayehers oe : TSG 177,291 
2,382,641 2,113,654 2,382,641 2,113,654 


Approved by Management: 
PIERRE MORIN 

Director of Finance 

_ Approved by the Board: 


DENIS ETHIER 
| Chairman 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 FOR THE YEAR ENDED MARCH 31, 1989 ; 
1989 1988 1989 1988 
$ $ $ $ 
Contributions Operating activities 
Feed freight'assistance mw a-)1a11.-)ree) ts etter cele 17,579,080 ~=17,233,844 Cost of operations for the year............. . (19,032,923) (18,656,523) 
New inland elevator construction Items not affecting liquidity 
assistance (Notey3):acmc totes cero eitereersv eres 13,000 14,000 Provision for losses in respect of amounts 
17,592,080 17,247,844 recoverable under the new inland elevator 
SSS SS ee construction assistance program ....... 5 13,000 14,000 
Administrative expenses Services provided without charge by a 
Salaries and employee benefits .............. 985,281 943,180 government department .............. } 2,000 3,000 
Mg Nic alone che IO COMED Deeeetten aeRO eG 109,3 iN7/ 92,397 Increase in the provision for employee 
Rental Sirsa reer otae a a ioleitavienares Sucrona, oretencasass 97,241 91 548 termination benefits ...............-. 3 20,828 8,723 
Telephone sey .issctoe Scr ctients coer eas $2,486 49,188 eee ay le aE 
Publicationiofireportsig.ri.a. treks ist ieee cs 47,748 46,623 ; : ‘ (18,997,095) (18,630,800) 
Professional and special services ............ 42,700 34,411 Decrease (increase) in accounts receivable ... . (94,874) 3,405 
Stationery and office supplies ............... 40,705 48,711 Increase in sa) pay able PNG DA? Sie SEC aD : 25,325 16,866 
Roraee met cree os cca e tan ei 33,507 44,732 Increase (decrease) in contributions 
BleCicity te seed nN er reed dane 13,061 10,865 payable... 6.0.66 sees eee ee eee eens 328,608 (210,031) 
Equipment and office furniture .............. 4,807 33,718 (18,738,036) (18,820,560) 
Advisory committee fees netenetersleta ate cere siete stele 2,250 4,000 Financing activities 
Accounting and cheque issue Parliamentary appropriations .............. ; 18,925,149 18,517,382 
SETVICES taay tse riecstorensyateloleis ole csrer stereo tote 2,000 3,000 : aes 
Miscellaneous saievanenicn son. hee eee 9,740 6,306 Investing activities 


Amounts recovered under the new inland 


1,440,843 1,408,679 elevator construction assistance 


Cost of operations for the year ................ 19,032,923 18,656,523 PLO QUAN eric fers io ceya as iscuuaclonlerege  eeer ae : 118,136 97,695 
Parliamentary appropriations receivable 
Increase (decrease) for the year ............ ‘ 305,249 (205,483) 
Balance at beginning of the year ........... : 1,762,837 1,968,320 
Balanceratendiomthe yearns eer : 2,068,086 1,762,837 


STATEMENT OF EQUITY OF CANADA 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ 5 NOTES TO FINANCIAL STATEMENTS 
Balance at beginning of the year .............. 177,291 313,432 
Parliamentary appropriations ................. 18,925,149 18,517,382 MARCH ne 
Services provided without charge by a eeehent aebient 
goverment departments orien serie 2,000 3,000 - Authority and objectives 

19,104,440 18,833,814 The Board, a Crown corporation named in Part I of Schedule 
Cost of operations for the year ..............5. 19,032,923 18,656,523 III to the Financial Administration Act, was established in 1967 
Balancerat.endiofthesyear .tisreraee srry er verre) reve 71,517 177,291 ae Bivestock Heed. Assistance Ace witiileohiaging oy 

— the availability of feed grain to meet the needs of livestock 
feeders; 


— the availability of adequate storage space in Eastern Cana- 
da for feed grain to meet the needs of livestock feeders; and 

— reasonable stability in, and fair equalization of, feed grain 
prices in Eastern Canada, British Columbia, the Yukon 
Territory and the Northwest Territories. 


2. Significant accounting policies 


(a) Liquidity 


The financial operations of the Board are processed through 
the Consolidated Revenue Fund of Canada, thus the ab- 
sence of bank accounts. For the purposes of the statement 
of changes in financial position, the liquidity consists of 

parliamentary appropriations receivable or payable. | 


(b) Contributions 


Feed freight assistance is charged to operations in the year 
in which shipments are made. 

Write-offs or provisions for losses of amounts recoverable 
under the new inland elevator construction assistance pro- 
gram are charged to operations in the year in which 
collection is considered doubtful. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


(c) Capital expenditures 


Purchases of equipment, office furniture, vehicles and costs 
of office renovations are expensed in the year of acquisi- 
tion. 


(d) Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement 
of Equity of Canada for the year to which they apply. 


(e) Services provided without charge 


An estimated amount for services provided without charge 
by a government department is included in expenses with 
an offset to the equity of Canada. 


(f) Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided for under their collective agree- 
ments and their conditions of employment. The cost of 
these benefits is expensed in the year in which they are 
earned. 


(g) Pension plan 


All employees participate in the superannuation plan ad- 
ministered by the Government of Canada. The employees 
and the Board contribute equally to the cost of the plan. 
This contribution represents the total liability of the Board. 
Contributions in respect of current service and of ad- 
missible past service are expensed when paid. The terms of 
payment of past service contributions are set by the applic- 
able purchase conditions, generally over the number of 
years of service remaining prior to retirement. 


3. Amounts recoverable under the new inland elevator construction as- 
sistance program 

Under the new inland elevator construction assistance pro- 
gram, the Board contributed towards certain construction costs. 
As at March 31, 1983, all contributions by the Board had been 
paid to operators of the elevators. These operators are called 
upon to reimburse, without interest, part of the contributions 
received. Reimbursements are based on stored quantities from 
the fourth to the tenth year of operation of the new facility 
without exceeding 40% of the contribution received. 

As at March 31, 1989, the Board estimates that the amounts 
that will be recovered, net of a provision for losses, total 
$217,048 ($348,184 as at March 31, 1988). Because of the basis 
for the calculation of reimbursements, it is not possible to 
determine the amounts that will be recovered during each ap- 
plicable year. 
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SUMMARY PAGE 
CANADIAN NATIONAL RAILWAY COMPANY 


MANDATE 
To operate a national railway system and other transportation and related services. 


BACKGROUND 


The corporation was created out of more than 200 companies, many of them insolvent. Its creation avoided the emergence 
of a monopoly in railway transport. The corporation’s role was to mold a number of railway companies into one strong 
and commercially-competitive system, serving the entire nation. It was recapitalized in 1937, in 1952 and again in 1978. 
In 1988, the corporation sold hotel, telephone and telecommunication subsidiaries and applied the proceeds to reduce its 
debt. 


CORPORATION DATA 


HEAD OFFICE 935 de la Gauchetiére Street West 
Montreal, Quebec 
H3B 2M9 
STATUS — Schedule III, Part II 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport | 
YEAR AND MEANS OF 1919; by the Canadian National Railway Act which was superseded | 
INCORPORATION by the 1955 Act of the same name (R.S.C. 1985, c. C-19). 
CHIEF EXECUTIVE Ronald E. Lawless 
OFFICER 
CHAIRMAN (ACTING) Brian O’N. Gallery 
AUDITOR Touche Ross & Co. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year.*** 


1988 1987 1986 1985 
At the end of the year 
TOA SSEES SO) ct va teacup Oe eR ere 6,906 7,594 7,843 8,139 
Obligations tothe private-sector. = hee cn eee ee 1,893 2,901 3,380 S217 
Oblipationstoe anadaw..cccacna- hi il ee ee er ee 173 185 209 266 
Equity of Canadaeg ite -t.ciacs = os ecco tes one eee eae 3,300 3,101 520027 3,418 
Cash from Canada in the year 
=——i DU SCLALY ©) etext, dain, foe ony ar ete ea al tre eA eee taney 29 21 20 9 
— Non-Dudpelary - gece ciets ie ie ag re eee nil nil nil nil 
* $328 million of capital stock cancelled as CN Marine Inc. was transferred to the Crown. 
** Excludes payments of a kind made to a general class of recipients and excludes cash for CN Marine Inc. 


*** Until 1986, CN Marine Inc. was consolidated in the financial statements of CNR. 
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AUDITORS’ REPORT 
TO THE MINISTER OF TRANSPORT 


We have examined the consolidated balance sheets of the Cana- 
dian National Railway System as at December 31, 1988 and 1987 
and the consolidated statements of income, retained earnings and 
changes in financial position for each of the years in the three-year 
period ended December 31, 1988. Our examinations were made in 
accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the System as at December 31, 1988 
and 1987 and the results of its operations and the changes in its 
financial position for each of the years of the three-year period 
ended December 31, 1988 in accordance with generally accepted 
accounting principles applied on a consistent basis. 


Coopers & Lybrand 
Chartered Accountants 
(For the year ended December 31, 1986) 


Touche Ross 
Chartered Accountants 
(For the years ended December 31, 1988, 1987 and 1986) 


' Montreal, Canada 
| February 21, 1989 


CONSOLIDATED BALANCE SHEET DECEMBER 31 
_ (in thousands of dollars) 


ASSETS 


1988 1987 
| Current 
Cashvanditime depositsiers spit. cra take stots 36,286 

ACCOUNTS NECEIVADIC cincicis sadeusie tie s isie oe tie ee 416,145 451,322 
Materialiand | SUpplieSicrs. ac s.0 shes <4) ear e eee 219,152 284,850 
Otheteeeeee ose ee er ee ee ers 274,136 229,613 
945,719 965,785 
BSUTANCS! TUNG: Srp iey tere ten ye casas sdeus legeus sis lol aust one 7,675 10,598 
BPAMCSEINIEN US ania cysysicsa oh assloteletsy sie say aye seieieleeysis oles ae 76,088 170,859 
EZHOPCIUIES seiner Tass Sil eels sores aus sete eveyae so 1075 5,770,440 6,212,562 
Other assets and deferred charges ............. 106,113 233,845 
6,906,035 7,593,649 
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LIABILITIES 1988 1987 
Current 
Bank indebtedness ....... i 100 63,260 
Accounts payable and accrued 
ChalgeSimeran arrest ‘ 806,169 942,250 
Current portion of long-term 
dEDG wero sais hs : 57,254 208,649 
Othe hare eine ea cioe 276,214 237,027 
1,139,737 1,451,186 
Provision for insurance ..... 7,675 10,598 
Other liabilities and 
deferredicreditsiens..-ve : 421,815 298,110 
Wong-term'debt Wr... -.2 ser : 1,957,608 2,728,331 
Minority interest in 
subsidiary companies ..... : 4,345 4,345 
SHAREHOLDER’S EQUITY 
Capital Stockaerre rer iit . 2,278,867 2,278,867 
Retained earnings ........ . 1,095,988 3,374,855 822,212 3,101,079 
6,906,035 7,593,649 


| See accompanying notes to consolidated financial statements. 
On behalf of the Board: 


BRIAN O’N. GALLERY 
. Director 


| RONALD E. LAWLESS 
{ Director 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


1988 1987 1986 
CN Rail 
Revenvesii, se stoadicays atoreta pian cee 3,792,115 3,732,294 3,669,380 
EXPensesid.cacmatcee- ake emer aise ausna ceekel ors _ 3,571,430 3,618,546 3,681,535, 
Incomer(lOss) Rep meets a crane. tio Soran 220,685 113,748 (12,155) 
Grand Trunk Corporation 
Revenvesawastenestycceob aati tiase oe 477,816 486,044 531,399 
EX PenSe Stee marae ey cysta ores elu curen. 464,882 464,197 545,556 
INC OMe! (LOSS) iS rac sarances one sefousdsiaxekhatetn, ole bebee 12,934 21,847 (14,157) 
Enterprises group 
CN Exploration 
REVENUES Wises eiocciapss tans sieustetersisietsterts 28,204 37,293 33,869 
EXPENSES cola tscctsie adore ors favre aneuetateen Susteyetaness 25,064 26,672 29,368 
FN COME WE Cae te sls Rte totes shea! lace 3,140 10,621 4,501 
CN Real Estate 
REVENUES MR Sithets Ss aie sone asetereiets ores tans 57,188 54,102 S5st5i7 
EXPENSES eo x crac gssaysles vias Ceeaeeaere re nneee 10,376 16,300 16,330 
EIN COMME) te gsayet ene acca tel aites oxsv aero oars eee apes 46,812 37,802 18,827 
Other 
INCOME Tires ae vais sioratetsteweiaeeetnens cae eetee 10,471 7,007 9,006 
ihotalsbnterprises: groupie eee eterna 60,423 55,430 32,334 
Total continuing operations ............... 294,042 191,025 6,022 
Discontinued operations 
TerraTransport 
WCOSS, Rerrteyeron cc sitaeieseen ee on Gaia eats aie (29,277) (41,336) (40,307) 
CN Communications 
INCOME Sai eves tee Sraetcnerats cougars ene eres 12,362 21,935 34,720 
CN Hotels 
[SOSS: Pt Ae aeRO a NGS eet cieiata orca (O37) 5 535113) se (6324) 
Dockyard 
INCOME (LOSS) nee teen ere 1,368 (4,530) 
CN Route 
] Eero ee, lk ee eg (25,641) 
Total discontinued operations .............. (26,052) (31,146) (42,082) 
Premium on early extinguishment of 
fong-termidebte apt. rhe e sie eens (111,106) 
Income (loss) before income taxes and 
extraordinary-itemS eee sncnneneeee ees os 156,884 159,879 (36,060) 
INCOME:AXESS coca ee en ee eee 99,803 76,038 
Income (loss) before extraordinary items .... 57,081 83,841 (36,060) 
Extraordinary items (Note 2) ............ 225,584 36,741 (50,220) 
Netincome'(loss) Sone meen cee meee 282,665 120,582 (86,280) 


See Note 2. 
See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 


* 


1988 1987 1986 
Balance, beginning of year .............. 29°°822;2127 725,746 ~812:026 
Prior years’ dividends 
réVerseds }4M. MANILA A Aide, Shes , 47,644 
Netincomel(loss) 22205 i", GSE ee . 282,665 120,582 (86,280) 
Dividendiys. 7 . 2b. Saatiseecklats Gamthee © . (56,533) (24,116) 
Balancesendiof yeareri rarer ~» 1,095;988° 9") 822.2127. 725,746 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 
(in thousands of dollars) 
1988 1987 1986 
Operating activities 
INeEE Income: (LOSS) acer cseN ie iccicecee eae . 282,665 120,582 (86,280) 
Non-cash charges to income 
Depreciation and amortization ........ 2931699 e295 04 5eee st 807 
Loss (income) of 
equity investees 
lessidividendSmmannrrer ern err ; (8,402) 1,473 1,055 
Loss (gain) on disposal of business 
UNLESS ie teva visser einer versie . (285,113) (4,900) 18,420 
Provision for property 
impairments crs sre cess woes sre F 62,683 43,075 4,900 
Changes in working capital 
ILEMS PS pct. Da cota steppin weatee alee Sees (40,542) 252,674 (21,194) 
LO TU IT ef ren ERO INTRO OIONS ORG Om mci cc 66,887 38,484 31,928 
371,877 744,433 260,636 
Investing activities 
Additionsito; properties’. -maseee re see . (386,319) (482,058) (484,072) 
Net proceeds from disposal of properties . . 71,600 67,590 48,094 
Investments in previously consolidated 
COM Pannies a. sata wale) okt Bans eee ‘ (13,259) 
Otherinvestmentsi-eeeee oe eee ‘ (15,539) (6,723) (5,202) 
Proceeds from sale of business units ..... . 882,283 23,596 23,000 
Proceeds from sale of CN Marine Inc. and 
TE LAtEdGASSCIS mepreets eee ones e : 327,558 & 
Redemption of capital stock ............ z (327,558) | 
Working capital of previously consolidated | 
COMpaniestacrnrekineueess cats ase 3 (18,642) (2,747) (7,633) | 
520,124 (400,342) (425,813) 
Cash provided (used) before financing | 
ACOVALIE Stara nye, eek n crate ema renatscire etaoes enone 892,001 344,091 (165,177) 
Financing activities | 
Issuance of long-term debt ............. : Sl 19,020 435,492 | 
Reduction of long-term debt ........... . (798,327) (319,477) (224,490) | 
(792,555) (300,457) 211,002 
Nemimerease:inicaShimwtte 2 nro era 99.446 43,634 45,825 | 
Cash (bank indebtedness), beginning of | 
VEAL aia cs wegtie as eieiecveresle heen eeeEae ae Os (63,260) (106,894) (152,719) | 
Net cash (bank indebtedness), end of 
VOOR ors oie err ers sie ey cnere opie motets ein alee 36,186 (63,260) (106,894) 


* Excluding cash, bank indebtedness, and current portion of long-term debt. 
See accompanying notes to consolidated financial statements. 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. 


Summary of significant accounting policies 


Introduction 


All references in these Notes to the "Company" refer to 
Canadian National Railway Company which is wholly-owned 
by the Government of Canada and, unless the context otherwise 
requires, its consolidated subsidiaries, and all references to the 
"System" mean Canadian National Railway Company and its 
consolidated subsidiaries together with the lines of railway, 
telecommunications and other property entrusted by the Gov- 
ernment of Canada to the Company for management and 
operation. 


(a) 


(b) 


(c) 


(d) 


(e) 


Principles of consolidation 


The consolidated financial statements include the accounts 
of all significant subsidiaries and, prior to its disposal in 
1988, included the Company’s share of the assets, liabilities 
and income of CNCP Telecommunications which was ac- 
counted for by the proportionate consolidation method. 
Also, consistent with the legislation governing the System, 
the accounts of the Canadian Government Railways en- 
trusted to the Company by the Government of Canada are 
included in the consolidated financial statements. 


Once a formal plan for the disposition of a significant 
segment has been adopted, the segment is no longer con- 
solidated but reported under the equity method and 
included in "Investments" in the consolidated financial 
statements. The related operating results are reported as 
results of discontinued operations. 


Investments in entities in which the Company has less than 
a majority interest are accounted for by the equity method, 
where appropriate. 


Reporting by division 
In presenting the results by division, interdivisional char- 


ges for services have not been eliminated. Consolidated net 
income is not affected by this practice. 


Material and supplies 


The inventory is valued at laid down cost based on weighted 
average cost for ties and rails, latest invoice price for fuel 
and new materials in stores, and at estimated utility or sales 
value for usable second hand, obsolete and scrap materials. 


Insurance fund 


Certain System components are self-insured for various 
risks, with a separately-invested fund being maintained. 
The provision for insurance represents the estimated 
amount of self-insured losses to be settled. 


Properties 


Accounting for railway and telecommunications properties 
is carried out in accordance with rules issued by the Na- 
tional Transportation Agency of Canada and the Canadian 
Radio-television and Telecommunications Commission re- 
spectively (Canadian properties), and the Interstate 
Commerce Commission (United States properties). Gener- 
ally, major additions and replacements are capitalized and 
interest costs are charged to expense. 


The cost of depreciable railway and telecommunications 
assets retired or disposed of, less salvage, is charged to 
accumulated depreciation, in accordance with the group 
plan of depreciation. Other depreciable assets retired or 
disposed of are accounted for in accordance with the unit 
plan whereby gains or losses are taken into income as they 
occur. 


(f) 


(g) 


(h) 


(i) 
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The Company follows the successful efforts method of 
accounting for its oil and gas operations whereby the ac- 
quisition costs of oil and gas properties, the costs of 
successful exploratory wells and the costs of drilling and 
equipping development wells are capitalized. 


Depreciation 


Depreciation is calculated at rates sufficient to write off 
properties over their estimated useful lives, generally on a 
straight-line basis. For railway and telecommunications 
properties, rates are authorized by the National Transport- 
ation Agency of Canada, the Canadian Radio-television and 
Telecommunications Commission and the Interstate Com- 
merce Commission. The rates for significant classes of 
assets are as follows: 


Annual Rate 
Tieshs SH ea RE Pe as DOR : 2.46%-2.71% 
Railsg. batkeRices Sf, 290s ee et. a 2a SRP F 1.93% 
Othentracksmateriall 2.2 aeeyn anes ore ete ene 2.23% -2.83% 
Ballast} tke otic Oe eee bee oo retetae te F 3.27% 
Roadilocomottves: 1.5 sabes amet te cee 4.30% 


Freighticarsy!/ieia:, 2. tides Sabena han p ae. feats 5 1.73%-3.18% 
Acquisition costs of oil and gas properties are amortized on 
a straight-line basis over the term of the lease until such 
time as the properties are determined to be productive or 
judged to be impaired. Acquisition costs of productive 
properties and costs of successful exploratory drilling and 
of drilling and equipping development wells are charged 
against income on the unit-of-production method based 
upon proven reserves of oil and gas. Exploratory dry hole 
and acquisition costs judged to be impaired are charged 
against income in the current period. Other exploratory 
expenditures are charged against income as incurred. 


Transportation revenues 


Transportation revenues are generally recognized on com- 
pletion of movements, with interline movements being 
treated as complete when the shipment is turned over to the 
connecting carrier. Costs associated with movements not 
completed are deferred. 


Pensions 


Pension costs are determined periodically by independent 
actuaries. Pension expense is charged annually to oper- 
ations and comprises the total of the following: 


— the cost of pension benefits provided in exchange for 
employees’ services rendered during the year, and 


— amortization of past service costs over the expected 
average remaining service life of the employee group 
covered by the Plans. 


The Pension plans are funded through contributions deter- 
mined in accordance with the accrued benefit actuarial cost 
method. 


Foreign exchange 


The Company’s foreign operations are classified as inte- 
grated and are translated and accounted for on the following 
bases. Current assets (excluding material and supplies), 
current liabilities and long-term debt are translated at the 
rates in effect at the balance sheet date, whereas all other 
assets and liabilities are translated at historical rates. 
Revenues and expenses are translated at average rates dur- 
ing the year except for depreciation which is translated at 
exchange rates prevailing when the related properties were 
acquired. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


The Company’s own foreign denominated assets and lia- The financial effect of these transactions together with their 
bilities are accorded similar treatment. Revenues and effect on the Company’s income tax position is as follows: 
expenses are translated at rates prevailing at the time of the 

transactions except for revenues designated as a hedge Year ended December 31 
against repayment of foreign denominated long-term debt 

which are translated at the rate in effect at the inception of 1988 1987 1986 
the debt. (in thousands of dollars) 
Currency gains and losses are reflected in net income for Net gain (loss) on disposal of business 

the year, except for unrealized foreign currency losses on UNSH eects hoe wore ah eee eas . 285,113 4,900 (18,420) 
long-term debt. The Company has designated future U.S. Less related income tax 

dollar revenue streams as a hedge against the repayment of effect eee eee e eee eeeeees (114,958) (2,381) 

most of its long-term debt denominated in U.S. dollars, and 170,155 2,519 (18,420) 
has thus deferred reflecting the related unrealized foreign Toes Oniwriieadiown of 

currency translation losses in net income until the earlier ASSES oy ee (62,683) (43,075) (4,900) 
of the debt repayment or the expiry of the hedge. Unreal- (esstrelatedtincanie (ax 

ized foreign currency losses related to long-term debt Effect Whe entre cage te . 28,051 20,933 


denominated in U.S. dollars not covered by the hedge are 


deferred and amortized over the remaining life of the debt. (GA e2e tale tele2) 6,900) 


Such deferred amounts are included in the Consolidated Closure cost of discontinued 
Balance Sheet as part of Other Assets and Deferred Char- Operations ........ 6. cece eee eee es » (92,300) (26,900) 
ges. Less related income tax 
Gy iiteaics effects Hteerinier nas. BENGE ass : 41,304 
99 ; 
Leases which satisfy the criteria for capital leases and Sites a ce 
which have been entered into after 1981 have been capi- Rec eC LOT Income takes. 
talized. Other leases entered into prior to 1982, satisfying appbeaion oi prior 
the criteria for capital leases, have been recorded as opera- SS St Aiea ar SRS pei SEL ES: eee | 
ting leases. 225,584 36,741 (50,220) 
Bice 3. Investments Percentage of December 31 
During 1988 the Company disposed of CN Hotels, the two Voting Interest 1988 1987 __ 
subsidiary telephone companies and CNCP Telecommunica- lied sandy Eg ROPE 
tions, with the latter sale including Telecommunications of dollars) 
Terminal Systems. In 1987 the Dockyard was disposed of, as Entities accounted for by equity 
was CN Route in 1986. method 
Asset write-downs to reflect impairments occurred affecting CNCP Niagara-Detroit Partnership .. . 50% 20,141 14,757 | 
CNCP Telecommunications in 1988, TerraTransport in 1987 The Toronto Terminals Railway | 
and Dockyard in 1986. Companytincs ceomcacn ireie ae ‘ 50% 10,682 10,682 
In 1988, TerraTransport incurred closure costs and in 1986 CN Hotels .........- +000. 22-0. 120,025 


Otheney orsctkci te anor : 18,594 13,791 
49,417 159,255 


CN Route was similarly affected. 


Other companies and investments, at cost 
less provisions for impairment where 
applicable iach aac: ees la. : 26,671 11,604 


HROtals. tts, a sata onarcys aca Pa sereliesia seca 2 76,088 170,859 


4. Properties 


December 31, 1988 December 31, 1987 
Accumu- Accumu- 
lated lated 
deprecia- deprecia- 
Cost tion Net Cost tion Net 
(in thousands of dollars) 
GCNiRatlhwstns Aas Sees «eet ate eee ate... 8,278,744 3,099,146 5,179,598 8,150,866 2,953,747 3,197,119 
Grand sTrunk Corporationyeiss seis oi ae esentiter tem del sree eth =< 529,510 144,386 385,124 531,609 142,715 388,894 
Entreprises group 
GN Exploration ge re reryeirs toa sicie sera sieceierescitcun Atioimer ates eat seae 103,048 45,325 57,723 94,480 35,627 58,853 
CN RealiEstatesscctatiche erse teieiaialeia'autie il oe ee eter te ratte 107,784 17,245 90,539 78,881 16,204 62,677 
Other ti. 28/1) SRE ER JER Sake! eee. EE 78,849 21,393 57,456 79,152 19,985 59,167 
Discontinued operations 
ON Communications .@71st7-5 2. StBerk . 2645 Hed semeael- + 754,340 308,488 445,852 


9,097,935 3,327,495 5,770,440 9,689,328 3,476,766 6,212,562 


Amounts included above with respect 
to Canadian Government Railways 
entrusted to the Company 
by, the: Government of Canadaj Oyo ras oases gaan se sein 1,026,898 540,718 486,180 1,073,992 564,974 509,018 


At December 31, 1988 the gross value of assets under capital leases included above was $108.4 million (1987 — $132.5 million) and 
related accumulated amortization thereon amounted to $12.1 million (1987 — $14.1 million). 
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5. Long-term debt 
December 31 


Currency in 
Maturity which payable 1988 1987 
(in thousands of dollars) 
Bonds, Debentures and Notes 
Canadian) Nationaliil4.5/8751 OiYear: Notes Wire fiers sitio te aioe erscel= = neyo este clarei syara's yet Dec. 1, 1991 United States 117,817 
Ganadian National )3/8%. SaYearNotess «yates tei tiie eis cms cioiic@iers's were sen June 11, 1993 Canadian 100,000 100,000 
GanadianyNational'9)7/8[%.8' Year Notes; ....feottetetenn tetea otneteicus te suencces Bole cle « coi he Sete RRS Mar. 18, 1994 Canadian 100,000 100,000 
Canadian Nationali]2 31/271 ON Year, Notes) rsscricte tertiles io. ie ne) =) suelaie\s'~ «/o) data aces Apr. 15, 1995 Canadian 100,000 100,000 
Canadian National 6 1/2% 10 Year Japanese Yen Notes (a) ............. cee eceueeeees Mar. 26,1996 Canadian 70,000 70,000 
@anadian|National.9:3/8% 10) Year Notes, reas sete ass oieleeisie as aise hie ester Oct. 1, 1996 Canadian 100,000 100,000 
Canadian National 9 1/4% 20 Year Sinking Fund Debentures .................0.0-0005 Mar. 15, 1998 United States 80,120 89,022 
Canadian National 5 3/8% 15 Year Swiss Franc Bonds (b) ..............000cececeeeee Aug. 22, 2000 Canadian 98,617 98,617 
GanadianNational:3:7/8% 15: Year: Notesmetyestyae rerctieiretaie esters 6 Sicvciele 1 e-<) she, seucetersene May 21, 2001 Canadian 150,000 150,000 
Canadian National 8 3/8% 25 Year Sinking Fund Debentures .................00ee00- July 1, 2002 United States 68,858 75,124 
Canadian National 9.70% 25 Year Sinking Fund Debentures ...................-0005- July 15, 2004 United States 165,342 174,940 
Canadian National 13% 20 Year Sinking Fund Debentures .................... eee eee Nov. 15, 2004 Canadian 93,464 96,732 
Canadian National 12 1/4% 20 Year Sinking Fund Debentures ...................00005 May 1, 2005 Canadian 125,000 125,000 
Canadian National 14% 25 Year Sinking Fund Debentures ..................02--00 00) Jan. 15, 2006 United States 106,800 178,783 
Canadian National 15% 25 Year Sinking Fund Debentures ....................0.0000- June 1, 2006 United States 103,244 181,238 
Canadian National 16 1/4% 25 Year Sinking Fund Debentures ...........-.......0000- Mar. 1, 2007 United States 98,801 183,053 
Canadian National 14 3/4% 30 Year Sinking Fund Debentures ...................0000- Sept. 1, 2012 United States 83,930 247,984 
Canadian National 12% 30 Year Sinking Fund Debentures ..................002-00005 Mar. 15, 2013 United States 122,548 122,548 
Buffalo and Lake Huron 5 1/2% Ist Mortgage Bonds .................eeeeeeeeeeees Perpetual Sterling 795 795 
Buffalo and Lake Huron 5 1/2% 2nd Mortgage Bonds .................seeceeeceeees Perpetual Sterling 1,228 1,228 
WotalbondssGebenturesian GN OlES me oso ot ame) sich es cpr ede tae bee reie oe eure < ors eestor os 1,768,747 2,312,881 
Government of Canadailoans (©)! giaciaetettd Mer aaca aston ot Mee ran ene) s -aiaw swoncusnustoncsscior'e ecsvevevesiiane 173,432 184,765 
Other 
Amounts owing under equipment 
purchase:agreementsi(d))rasreteser< crake crs cloves oct sto ie]ersiors! ete talsuenenarslavaicleranisrarece evorchs Store United States 116,906 137,916 
Syndicatediloani(G)iar. sams steer stan oo reteset Acta) oh erba ten dte,cs soe tio ites Canadian 42,610 42,610 
Capital lease 
GDI ga OMS (PRs ses oe a okie yoyajcuen ctava of shales cqousisics are valie Gals us lave] vars lel es au sovels, shane aun arenes Various 97,052 119,037 
Teramoany (2)! c.f ste oterche ses ica oisye ex ayotaye Meta ere chenee tete tote iel no a! stb ce apo) acader eid aisle aps suslists United States 2,107 2,634 
AGiustment tocurrentiexchan ge rate (See, NOte ia) marisieiaeisisicrasier canst etere resisters 12,885 143,861 
ARSTEAI OS YS heecemurk ben Gece Rot ted OOH OO ADIS CCAD OO DUAN COMEAC CRAMAGIE ¢: cnB5 o 271,560 446,058 
2,213,739 2,943,704 
esssein=substance defeasance: (N)lacceuttats ein cere otesteccta cores ote cr eteterant ctorerevecel crete slievemsycacs 193,753 
Ginment portion otiong-tenn debian, jannik ry rere etreomeeieie n ie ienscr iene yeete 57,254 208,649 
AU MaMIOMUIZECGISCOUNE ANG OLN Chaetr tere epaietet or ter snehetene stare cnet repetete tei otvereesieoterer met onets rere 5,124 6,724 
256,131 215,373 
IWOngeterm Gee) cyeieiccterevcve cel oe. ses ove. sss cx Re Pal ao ate oharelere acess: foie clears clsders le nists aiere 1,957,608 2,728,331 


(a) The Company borrowed $70.0 million at an all-in cost of (g) Repayable by annual principal instalments of $400,000 
10.25% by means of a Euro-yen public note issue and a over a five year term, to August 15, 1992. The interest is 
currency swap. charged at favourable varying rates. 

(b) The Company borrowed $98.6 million at an all-inclusive (h) Certain of the Company’s long-term debt is considered to 
cost of 11.17% by means of a public bond issue in Switzer- be extinguished as a result of the Company’s having placed 
land and a currency swap. in irrevocable trusts, government securities sufficient to 

(c) The Government of Canada loan bears interest at 8 3/4% PRE i ee AO a Id requirements of 
per annum and is payable in equal semi-annual payments of 
$13.63 million covering principal and interest to June 30, (i) Principal repayments, including sinking fund repayments, 
1998. repurchase arrangements and capital lease repayments, on 

(d) Secured by rolling stock and payable by semi-annual or agen eeecember tal Se acs ON. 
quarterly instalments over various periods to 2000 at inter- ee id 
est rates ranging from 8% to 17 3/4%. As at December 31, SS 
1988, the principal amounts are payable as U.S. $101.0 eee 
million (December 31, 1987 — U.S. $121.1 million). idol) 

. : Un ee Oe ee eer 57,254 

(e) The Company borrowed $42.6 million at an all-inclusive rh ere S| 68,056 
cost of 11.535% by means of a yen syndicated loan and LOCUM as NCE alent Scan ord aamaraeett 72,872 
currency Swap. LOO 2 Aeveriaye's «rate cieetsrooa nis) Sclapals Syonssieiorevewoeverays 60,772 

(f) Interest rates for these leases range from approximately 7 1993 3. aaa te Roe CE. CE ee 165,634 
718% to 141/2% with expiry dates occurring during the years 199421998 lense. hudsly,., gas teoyeasGtomaae 743,943 
1989 through 2004. The imputed interest on these leases 1999-2003be . hee tio eels Abe RED. ewe, Ae eee 506,837 
amounts to $92.6 million (1987—$107.0 million). 2OOS-2008 Rice rere sioirorpeantioereis:s cect rears 247,262 

DIMO-20 TSE orsea sapere aterctane atari ishcte) cae wecsierem eterna 87,279 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


* 


Five ni h ealized Ps 
Gi Shatchouiens Equity criteria for capital leases had been capitalized, are as fol 


lows: | 
(a) Capital stock Year ended December 31 
The capital stock of Canadian National Railway Company, 1988 1987 1986 
$2 278,866,774, consists of 5,868,786 common shares of no (in thousands of dollars) 
par value authorized, issued and outstanding which are Net increase in income .......... . SS Qcarr esis 2Ptiadh.609 
owned by the Government of Canada. ; SS 
Increase in assets 
(b) Retained earnings Properties 
Under its governing legislation, the Company is required to Leased properties 
pay to the Receiver General for Canada a dividend equal to under capital 
D0e ot het incomelfor thetvear OF RUN Sreater percentase leasesiiA ott -ehenoarel nec . 169,296 174,101 194,092 
as the Governor in Council may direct. Accordingly, a PCE UNE 
dividend representing 20% of the net income for the year, AMOLAZANON GF onic nant BG wi? Cocos hme? 
has been accrued and is included in Other Current Lia- 31,203 46,620 65,527 
bilities. The dividends accrued on 1985 and 1987 income, Other assets and deferred 
which had not yet been paid, have been reversed and trans- charges 
ferred to retained earnings on the basis of a Treasury Board Unamortized deferred 
of Canada decision dated December 15, 1988. Exchange lossme eee : 3,671 10,172 17,508 
34,874 56,792 83,035 
7. Major commitments Increase in current 
liabilities 
(a) Leases Present value of obligations 
; ‘ : under capital 
(i) The Company’s commitments as at December 31, 1988, [eases © Aieh@ aqesmad dela . 25,964 30,900 33,935 
under leases, excluding those which have been capitalized 
and for which the lease obligations are recorded as long- Increase in non-current 
term debt (see Note 5), are as follows: liabilities 
Present value of obligations 
Pre-1982 Operating under capital 
Capital Leases Leases leaseSrae cs ee ee ees P47 216 735726. | 101.622 
Year ending December 31 Adjustment to current 
exchange rate 
Non-cancellable leases (in thousands of dollars) (see Note I(i))..........-- ; 3,925 11,456 22,324 
LB er rer cate, suo ite: iste alaieaef scsi cpeusra. 6) ace 30,366 101,807 51,141 85,182 123,946 
1990 Me rae ee aa ares Somerton uate 13,170 74,127 Less current portion .......... 25,964 30,900 33,935 
LOOT Bhs ciaefe evens ohrtig Mice aie Sitanshemictote 5,682 66,802 
1992 baatere ratte Net reas or ge ms Seats ae 4,256 59,575 ZIT, 54,282 90,011 
1993 cz Rie eo syayatns mone creme irae oe 1,968 56,527 
1994-1 998) te toes casas iors tteterewltenecunie wi 5,431 187,904 (b) Other 
1999-2003 1... ss sees seers e teens 2,425 69,296 The Company has commitments at December 31, 1988, for | 
Thereafter .. 2.0... 1.00. e seers ee ee es 132 4,096 capital expenditures of $26.6 million for railway ties and 
Total minimum lease $26.5 million for rail. In addition, the Company at that date | 
Payimentsomerco nex rarer : 63,430 620,134 was committed to suppliers for new locomotives having a | 


value of $188.9 million, expected to be obtained under 


Less amount representing imputed lease arrangements 


INTSTES Hemera tte nr wis oa alec eine 12,289 
nee oa 8. Subsidies 
Present value of net minimum 
lease payments under capital Revenues include the following subsidies: 
leases: 6:00 S eapwone beet ee eee 51 141 Year ended December 31 


1988 1987 1986 


A significant portion of the leases is in respect of railway i dante 
in thousands o OlLars 


rolling stock and many of them provide renewal options and 
an option to purchase the property at fair market value at 
the end of the lease term. 


Government of Canada 
(a) Payments under the Railway Act 
paid under authority of that Act 


(ii) Rental expenses under all lease arrangements which have and the related Appropriation 
not been capitalized were: Act in respect of certain 
Year ended December 31 uneconomic operations, 

1988 1987 1986 services and prescribed rates 


which railways are required 
by the Railway Act 
Kotaliexpensesiaa-nemieoeere re 154,719 173,329 178,049 TOA CRIT oe a a ee ; 48,854 37,661 39,641 
(b) Maritime Freight 
Rates Act and 
Atlantic Region 


(in thousands of dollars) 


Expenses under pre-1982 
capital leases 
included in total 


Expenses eee scat 35,248 43,188 46,825 Freight Assistance 
SSS SSS SSS Act subsi- 


I CSRe Sena on aia moat: 19,971 18,520 18,735 
(CYSUNIW Ese accecee cee : 2,510 1,884 2,502 | 
@Otherassistances sca cet aenontee tees ; 391 134 163 


71,726 58,199 61,041 |) 


(ili) Increases in income, assets and liabilities in the consoli- 
dated financial statements, which would have arisen if 
leases entered into prior to 1982 and which satisfied the 
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CANADIAN NATIONAL RAILWAY SYSTEM—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Continued 


9. Pensions (c) The Company’s provision for income taxes is made up as 
The Company has retirement benefit plans covering substan- follows: 
tially all its employees under which they are entitled to benefits Year ended December 31 
at retirement age generally based on compensation and length 1988 1987 1986 
of service and/or contributions. (in thousands of dollars) 
The actuarial valuations as at December 31, 1987, revealed a Provision for (recovery of) income 
consolidated actuarial liability of $6.3 billion and a consoli- taxes based on combined basic 


Canadian federal and provin- 


dated actuarial asset value of $5.3 billion. It is estimated that, ‘ 
cial tax rate for 1988 


as at December 31, 1988, these amounts could approximate $6.5 


gain on disposals 


(in thousands of dollars) BF discontinued 


Ore. Seats ; : f 44.7% 
billion and $5.9 billion respectively. Subsequent actuarial valu- ° 
ations will determine the actual values at that date. CO Same eid o8 Po are 20,206 GUTOR Soe (17258) 
Increase (decrease) 

Annual pension costs were: in taxes 
| Year ended December 31 resulting from 
| 1988 1987 1986 Non-taxable portion of capital 
| 


165,784 200,731 194,425 operations eases encore } (28,702) 
Non-allowable portion 
10. System interest expense of capital loss on 
| Yea ended Necemnbes 31 iro ans Err 
1988 1987 1986 Capital losses not allowed for 
(in thousands of dollars) GTS RAN? oo ooansoscabace ; 12,726 
Interest Non-allowable foreign 
Total interest on long-term debt ...... 318,297 367,142 380,977 exchange loss on 
Interest on short-term borrowings .... 2,431 TEMAS) 6,889 conditional sale agreements .. . 686 1,347 1585 
INLEKESEANCOME sary rete eo erie (20,269) (2,435) (5,567) Profit on sale of land ......... ’ (6,060) (6,785) (2,528) 
300,459 371,882 382,299 Unapplied 
———==a_=E_-§ ymmuym:: TOSSES Fa cpevsuirg Sete aictewr aioe : 44,318 
11."Income taxes: Other seniors tsrnemiarens sfoteractice : 4,575 SAP) 35339 
ae ; ; Actual provision for income 
(a) The Company has timing differences of approximately taxes resulting in an 
$100 million which are available to reduce taxable income efrectiventaxuate 
of future years. for 1988 of 63.6% 
(b) Investment tax credits are also available to reduce future (198747.6%, 1986—Nil) .... . 99,803 76,038 
income taxes otherwise payable until the related year of ; : 
expiry: 12. Segmented information | 
(in millions (a) Geographic areas 
i f doll : 5 : ; 
eet OR SAPD sf bes easbae oo as) Virtually all of the System’s operations and assets are with- 
a Bape SEN PRES RGR Ste eee Ee 33.9 in Canada with the exception of Grand Trunk Corporation 
oe aro eee oe os sepa ae a : which operates in the United States. 
OO Sip We gegen: eek dap arca ted vance pire - pps Dekonveic hogs ica 29.7 
WOO GRE AR rss cara tieh ay aec Gite bs aetna 18.9 (b) International traffic 
a GaGa: Reet PEO Ie eo In addition to the revenue generated by Grand Trunk Cor- 


poration, the System derives revenue from traffic 
originating or terminating on railroads in the United States. 
In 1988, such revenues approximated $668 million (1987 
— $612 million, 1986 — $587 million). 


(c) Revenues by division 


December 31 
1988 1987 1986 
(in thousands of dollars) 
CN Ration te ssucsaeatenepeterkes: . 3,792,115 3,732,294 3,669,380 
Grand Trunk Corporation ........ . 477,816 486,044 531,399 
Entreprises group 
CNIExplorationiers seit: ; 28,204 37,293 33,869 
GNiReal Estate <a recnscifyse one : 57,188 54,102 35457 
Oe tareiaisaresterians cine ait teas : 56,004 40,782 39,821 
Discontinued operations 
Teraliransportye. .1- re ; 1,459 4,259 8,277 
CN Communications ......... . 236,884 296,250 298,053 
CNiHotelsserr- porta. scm eysre ; 26,524 135,010 126,131 
Dockyard iy teen Viti net : 8,786 
GCNIRoute iat ceesicis cease 5 123,643 


4,676,194 4,786,034 4,874,516 
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CANADIAN NATIONAL RAILWAY SYSTEM—Concluded 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—Concluded 


(d) Identifiable assets by division 


December 31 


1988 1987 1986 
(in thousands of dollars) 
CN Rail ioe ents» ei ten: 6,006,443 6,203,938 6,301,242 
Grand Trunk Corporation ......... 611,912 623,715 630,428 
Entreprises group | 
@N/Exploration#..).4-.)0 eee 65,239 67,157 68,583 | 
GNiRealiEstateieew nee e oe 141,140 93,603 79,253 
Otheriaeae oct aiite ees ce eee 81,301 77,685 76,560 
Discontinued operations 
erralransportper reiterate 9,874 52,304 
CN Communications ........... 517,677 497,921 
CNiHotels 25 edie sian ar Seite 136,323 


6,906,035 7,593,649 7,842,614 


(e) Capital expenditures and depreciation by division 
Year ended December 31 


Capital Expenditures* Depreciation 
1988 1987 1986 1988 1987 1986 
(in thousands of dollars) 
GN Rall o's ce See orale Read cetera ieteee nets ccaante Maecencte erste ontarebe 283,723 355,146 356,746 234,794 211,045 212,305 
Grandairunks Corporation Garret ere aire ener tate ciete eas 14,370 12,554 21,990 14,157 14,473 18,773 
Entreprises group 
CNIExplorationia. cscs asin cttegre ae eine eaters eerie ey 9,868 9,147 10,859 9,798 10,723 13,093 
CNiRealvEstate termes cto sa ecco ortrare rane beret ticles aes 28,560 17,981 13,720 1,102 1,027 esis 
Other wert tae ese ares Nene sad Olant chatecemucasonteen Cmte ars 185 340 364 1,880 1,937 1,884 
Discontinued operations : 
erraliransporteacanaotry tr ctrterlacreea eee errr 589 5 2,461 5,964 
CN'Commiunications));.4.5 ¢ eee see ae eine 49,613 68,094 58,129 31,789 45,085 47,061 
CNiHotels eet yerteleccecs foie syn5 te Pe eR ee shore 18,207 22,393 6,023 5,278 
Dock yard) 5 tier crstrcctevate: «eso sredaonn ore er nee tld ARP tis: oa (134) 1,004 
CN ROUtG} ots cucrte tae caste ores. cre gcse ee RO IOs oie: 5,174 
386,319 482,058 484,072 293,520 292,774 311,351 
* Represents additions to properties. 
13. Other matters (c) Commencing in 1977, the Government of Canada has | 


agreed to pay to the Company, by way of capital grants not | 
exceeding $557.9 million, certain amounts with respect to | 
expenditures incurred in carrying out rehabilitation pro- | 
grams for branch lines in Western Canada. Total payments | 


(a) The Company carries on ordinary business transactions 
with various entities controlled by the Government of Ca- 
nada on the same terms and conditions as current 


transactions with unrelated parties. 


In addition, the Company provides, under contractual ar- 
rangements, rail transportation and maintenance services to 


received up to December 31, 1988, amounted to $469.3 | 
million of which $12.3 million was received in 1988 | 
(1987—$25.6 million, 1986—$34.5 million). 


the Government of Canada and to entities controlled by the 
latter. The revenue derived from such services rendered in 
1988 aggregated $103.3 million (1987—$148.2 million, 
1986—$203.0 million). 


Following enactment of the Western Grain Transportation 
Act, which became effective on January |, 1984, the Gov- 
ernment of Canada, in order to minimize the cost to grain 
shippers, pays a portion of the cost of shipping grain. 
Amounts received from the Government of Canada under 
the Western Grain Transportation Act amounted to $416.0 
million in 1988 (1987—$435.3 million, 1986 —$378.0 mil- 
lion), a reflection of the volume of grain handled. 


14. Reclassification of comparative figures 


During 1988, changes were made to improve the classifica- © 
tion of certain items and for comparative purposes the ]987 and 


(b 1986 figures have been reclassified. 


a 
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SUMMARY PAGE 
CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS, LTD. 


MANDATE 


_ To collect monies due to it from the sale of eight steamships to Cuban interests. 


- BACKGROUND 


The corporation, which provided a steamship service to the West Indies, has been inactive since 1958 when its fleet of 
ships was sold to Banco Cubana of Havana. In 1959, the corporate management was transferred to federal government 
officials for the purpose of collecting the proceeds from the sale. An irrevocable letter of credit issued through the Bank 
of America to cover the final principal payment was not honoured because of the imposition of the Cuban Assets Control 
Regulations by the U.S. government on July 3, 1963. The sole purpose of maintaining the company has been to collect 
the outstanding principal plus interest, totalling $1.3 million as of December 31, 1988. Authority to dissolve the 
corporation was given in the Crown Corporations Dissolution Authorization Act, which received Royal Assent on October 
29, 1985. 


- CORPORATION DATA 
_ HEAD OFFICE Tower C 


Place de Ville 
330 Sparks Street 
Ottawa, Ontario 


K1AONS5 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
| DEPARTMENT Transport 
' YEAR AND MEANS OF 1927; created by CNR in 1927 under the Dominion Companies Act 
INCORPORATION and continued under the Canada Business Corporations Act, 


November 21, 1978. 


CHAIRMAN AND 


| CHIEF EXECUTIVE N. Van Duyvendyk 
OFFICER 
AUDITOR The Auditor General of Canada 


| FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

_ At the end of the year 

TCL RNSSS iy taal det alee tra alta agin terres selbadaba celina nee 3 12 bal 1.1 
PDI ALONS SO {Ne Driv ale SECLOMi |< 'suceoucteasna fis olay bi gteed = => #« nil nil nil nil 
S bitvationsto Ganadaanthie 20). ah seal. Ai ordem ae. 0:5 0.3 0.3 0.3 
Baey OG ANAGA earth an ttt eer eee hoe ce ee a cies 1.0 0.9 0.8 0.7 


Cash from Canada in the year 


EIU OCLAN Viti eines: Paces set et yee pi sata ile 2 cise ore a nil nil nil nil 
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CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD. 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Canadian National (West 
Indies) Steamships Ltd. as at December 31, 1988 and the statement 
of income and retained earnings for the year then ended. My exam- 
ination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the corporation as at December 31, 1988 and the 
results of its operations for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consist- 
ent with that of the preceding year. 


Further, in my opinion, the transactions of the corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Business Corporations Act and the by-laws of the corpora- 
tion. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


March 30, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
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ASSETS 1988 1987 
$ $ 
Casha iiac feat Maeiteota ia ae rere se aile amare ee . 1,405 1,496 
Deposit with Receiver General for Canada ..... } 95,000 95,000 
Blocked fundsi@Notes:2/and'3)) aera re . 1,252,909 1,155,280 
1,349,314 L251 776 


LIABILITIES 


Account payable 


Matured bonds—Unclaimed (Note 4) ........... 


Due to Canada (N 


OtesS iets Geer Note tie eee 


EQUITY OF CANADA 


Capital stock 
Authorized and 


issued 


10 Class A shares without par 


Wallewrecrearer 


1988 1987 
$ $ 
30 
14,025 14,025 
324,024 324,024 
338,049 338,079 
976 976 | 

1,010,289 O12 721 
1,011,265 913,697 
1,349,314 1,251,776 


Approved by the Board of Directors: 


N. VAN DUY VENDYK 
Chairman 


M. BRENNAN 
Director 


PUBLIC ACCOUNTS, 1988-89 


CANADIAN NATIONAL (WEST INDIES) STEAMSHIPS LTD.—Concluded 


STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 
MCETESLINCOMEME. BAe ae Dock oa Lee toe x 97,673 80,894 
Riling feetand bankichargesim# tee 4. cee ae . 105 43 
INCHINCOMe Ton they catmuemtemst crs terete : 97,568 80,851 
Retained earnings at beginning of the year ..... ; S221 831,870 
Retained earnings at end of the year .......... 2 1,010,289 912,721 


_ NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1988 


ite 


Authority and activities 


Canadian National (West Indies) Steamships Ltd. was in- 
corporated in 1927 under the Dominion Companies Act and 
continued under the Canada Business Corporations Act. It is 
a parent Crown corporation named in Schedule III Part I to 
the Financial Administration Act. It ceased all active oper- 
ations in 1957, at which time it sold its fleet of eight vessels 
to Cuban interests. 

On October 29, 1985, Parliament passed the Crown Corpor- 
ations Dissolution Authorization Act which authorized the 
Minister of Finance to dissolve the corporation. 

An assignment has been prepared in which the corporation 
transfers to Her Majesty in Right of Canada all its rights and 
interests in, to or arising out of the letter of credit referred to 
in Note 2 below. However, this document has not yet been 
executed since the consent from BankAmerica International 
to this assignment and their acknowledgement that payment 
under the letter of credit will be made to Her Majesty in Right 
of Canada, have not yet been received. 

Accordingly, the corporation remains to be dissolved and 
as such the blocked funds are still recorded as an asset of the 
corporation. 

The dissolution process will be completed when the consent 
and acknowledgement are received from BankAmerica Inter- 
national. 


Blocked funds 


The final installment of $470,400 on the sale of the eight 
vessels to Cuban interests was due to be paid on August 19, 
1963 by an irrevocable letter of credit issued through BankA- 
merica International (then known as Bank of America). 
However, on July 3, 1963, the United States Cuban Assets 
Control Regulations became effective and prohibited the 
Bank from honouring payment of the draft. Amendments to 
the Regulations, effective March 2, 1979 required blocked 
funds to be held in an interest-bearing account. At December 
31, 1988, accrued interest amounted to $782,509 (1987— 
$684,880). 

Since 1984, the BankAmerica International has withheld 
15% of interest earned on the funds blocked at the Bank by 
the Cuban Asset Regulations as a tax on non-resident earn- 
ings. To date $82,377 has been withheld including interest on 
the withheld funds of $19,067. In management’s opinion, the 
tax exempt status of the corporation is preserved in the United 
States by the Tax Convention of 1980, as amended. Therefore, 
amounts withheld and the interest forgone thereupon have 
been included in income and assets and accordingly no lia- 
bility recorded. 
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Subsequent event—Blocked funds 


As at December 31, 1988, negotiations to obtain the release 
of the blocked funds were stalemated. Thereafter, in March, 
1989, legal proceedings were initiated by the corporation to 
recover a portion of the said funds which had been specifi- 
cally located and identified as being on deposit at the Bank 
of America Canada in Toronto. An Order of the Supreme 
Court of Ontario was served on the Bank of America Canada 
in Toronto, ordering the said Bank to pay all such funds on 
deposit with the said Bank into Court, to be therein invested 
pending the final outcome of the proceedings instituted. No 
additional information was available as of March 30, 1989. 

In the event that the corporation is unsuccessful in its 
attempt to obtain the funds, it is the opinion of management, 
based on legal counsel, that these funds will be collected 
when the Regulations are repealed by the United States. 

A waiver of the application of the statute of limitations has 
been obtained until January 1, 1991, and further extensions 
will be obtained as required. 


Matured bonds—Unclaimed 


The matured bonds have been unclaimed since March 1, 
1955 and as a result of the statute of limitations there is no 
legal obligation to redeem them. However, the corporation 
intends to honour any of the outstanding bonds should they 
be presented. 


Due to Canada 


The advances from Canada bear no interest and are re- 
payable when the blocked funds are received. 
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MANDATE 


To maximise benefits to Canada by promotion and use of innovations produced on behalf of the Crown by publicly 
funded institutions and agencies and by others. 


BACKGROUND 


The corporation makes available to the public the industrial and intellectual property resulting from government-funded 
research and development. It makes licensing arrangements with industry and monies received thereby are used to cover | 
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SUMMARY PAGE 
CANADIAN PATENTS AND DEVELOPMENT LIMITED 


most of its operating expenses. Awards are paid to inventors under the Public Service Inventions Act. 


CORPORATION DATA 
HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER 


CHAIRMAN 


AUDITOR 


275 Slater Street 
Ottawa, Ontario 
K1A OR3 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable Harvie Andre, P.C., M.P. 


Industry, Science and Technology 


1947; by letters patent under the Companies Act; continued under 


the Canada Business Corporation Act in 1979. 


Normand Plante 


Jacques A. Léger 


The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


At the end of the period 


MO LALTAN SSCS 2 6 (Fe fob tee alien sae 

Obligations to the private sector 

Obligations to Canada ............ 

Equityviot Canadair. <..s.ate aera 
Cash from Canada in the period 

<r - OUGSCLAL Views ie eee ve sol rene 

— non-vudgetary sy 24 wens eee 


Ce 


1989 1988 
AY SAN ae SB cee eS LS 1:2 

nil nil 
Sts Dae k Leek tes ev honek nil nil 
RS ene OF ey ae eS 0.5 0.3 
RRS AT SAE cS eee 1:2 1.1 

nil nil 


1987 


0.8 

nil 

nil 
negl. 


0.5 
nil 


1986 


tI 
nil 
nil 
0.4 


0.4 
nil 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED 


AUDITOR’S REPORT 


TO THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of Canadian Patents and De- 
velopment Limited as at March 31, 1989 and the statements of 
operations and surplus and changes in cash resources for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
im ces. 

In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
_ have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Business Corporations Act and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 9, 1989 


BALANCE SHEET AS AT MARCH 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Cashisiisreacisccchedertic ceevshebv orien aenienay eee ro easrat 204,978 190,223 Accounts payable and accrued liabilities .... . 680,671 581,909 
MEIMPEINVEStMeENts freee tiene cases reneasteAe oy rake soe tees 447,999 525,000 Royalties received in advance ............. ; 82,375 95,992 
Accounts TECELVADIC mart me eee tires 796,306 468,437 763,046 677,901 
ICCC CHINTCLeSU mates cetuaie strain ate. svore saeco ts, ae 5,946 5,514 Provision for employee termination .......... ; 241.151 204,683 
| BR ENON USIES), oinStinion datos odndobace duc 9,816 18,436 benchis 
1,465,045 1,207,610 1,004,197 882.584 
Industrial and intellectual property 
rights;(Notes 25,3 ,and.) patrcvesieie ayeqe ic isieter sia) 1 l EQUITY OF CANADA 
Experimental equipment (Notes 2 and4) ........ 1 1 


Capital stock 
Authorized— 10,000 shares 
without par value 
Issued—S5,000 shares 
fully paid Uivercstosrertstae hacia -onsieroleryayerereters ‘ 296,199 296,199 
Surplusiaieir seven oe conte eyvetetewi erent : 164,651 28,829 


| 460,850 325,028 


1,465,047 1,207,612 1,465,047 1,207,612 


Approved by the Board: 


NORMAND PLANTE 
Director 


| ROSLYN TAKEISHI 
Director 
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STATEMENT OF OPERATIONS AND SURPLUS STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1988 FOR THE YEAR ENDED MARCH 31, 1988 
1988 1987 1988 1987 
$ $ $ $ 
Revenue Cash used in operating activities 
ROYaltieS* eeccctner tte reece stesteyecnt err ererctacrn: 797-971 1,707,938 Cost OftoperationSen. csr 79 arene ere é 1,110,178 772,380 
Service charges under agency Items not requiring cash 
ALTECMENUS Hen vereracutasers td schon e resi syeree ofa 110,946 74,976 Provision for employee termination 
Interestioniinvestinentsasaam et eee one. 73,903 40,347 benefits tec ing oe 2 eee ; (36,468) (HP 253.7/7)) 
Interestion; Overdue. accounts tran iter tre 15,687 10,867 1,073,710 760,003 
Miscellaneous \iaaasactraeicts4 siesta suse 1,586 9,283 
PS Pane Pe ee a ee ae Cash used in (provided by) non-cash 
__ 2,000,093 1,843,411 working capital components 
Expenses ACCOUNUSHTE CEI A DIC Mears aa een rent ner renee 3 327,869 (43,665) 
Salaries and employee benefits .............. 1,454,056 1,232,341 Othericurrenv-assctsic...-eeraee : (8,188) POSH Wiss 
Industrial and intellectual property Accounts payable and accrued liabilities .... . (98,762) (52,726) 
agents’ fees and related expenses, Royalties received in advance ............. F 13,617 28,234 
for obtaining and maintaining 234,536 (59,042) 
proprietary protection 
CNoterS) asta can cic eocs nai loreminvereere teeters 563,203 573,131 Payment of employee termination 
Accomodation, equipment and other beniefits’..£. 255.08. 4 RAR ee Se : 19,648 
TETICALS SC ewe oui erd croarto enti omer ternae 241,399 214,012 : : 12? 
Professional and special services ............ 207,334 43,393 Cashiused mi operating activities 202% Gai ~ 1,308,246) 720,609 
Office supplies, printing, furnishings Cash provided by financing 
and: equipment way. ci. aueciever- soxlerenare. ors eieeetals 125,548 87,722 activities 
Gravellandiremovalu-ermaciie core eee 121,136 46,194 Parliamentary appropriation ............... ; 1,246,000 1,113,000 | 
Awards tOnnventorsmmniicrey ra ete tierra 119,884 125,193 Increase (decrease) in cash 
SEIS TG TEC oe Tf ana os ee poe resources des «Acne Oe RM conc (62,246) 392,391 
Tresaltfees tase eeatecnste cisterns oo acs. 3c fanascyel ochre 77,631 70,010 Gachiandichortternnbnvestments 
CommunicationSieeeeee Fe eer ane 43,8 17 36,970 at beginning of Veal ee eee Z 71 5,223 322,832 
Provision for doubtful accounts ............. 33,574 48,810 
Miscellancousss: sa haar G8 Megha cinco 9,876 7,971 SSC ea COU NLS AS 
ie eee atiend Of eat cntaacurstnicten eee eerere arava 4 6525077) Sei5223 
3,110,271 2,615,791 
CostofoperationSimrrreaacr tn sescsnce eres ee 1,110,178 772,380 
Parliamentary appropriation .................. 1,246,000 1,113,000 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988 


Excess of parliamentary appropriation 
over cost of operations 


for the year ....... ee eee 135,822 340,620 fe Authaniyiaedieperations 
Surplus (deficit) at beginning of the year ....... 28,829 (311,791) ; abe . 

Bray ee ee Canadian Patents and Development Limited is a Crown cor- 
Surplus atiendiofythesyean mri eae ae 164,651 28,829 


poration named in Part I of Schedule III to the Financial 
Administration Act and is incorporated under the Canada Busi- 
ness Corporations Act. The Corporation was established to 
make available to the public, through licensing arrangements | 
with industry, the industrial and intellectual property which © 
results from publicly-funded research and development. 


The Corporation receives and processes industrial and intel- 
lectual property under arrangements with federal government 
departments, Crown corporations and agencies, universities, 
and other publicly-financed institutions. Suitable protection is _ 
sought in Canada and other countries for such property in 
instances where there is a promise of commercial use. In respect 
of money received from the exploitation of such property, the 
Corporation pays awards to public servants under the Public 
Servants Inventions Act and makes payments to other origin- 
ators of such property in accordance with the agreements 
entered into with them. 


2. Significant accounting policies 


Industrial and intellectual property rights 


Industrial and intellectual property rights are recorded at a 
nominal value of $1. The net cost of acquisition, protection and 
maintenance of industrial and intellectual property rights is 
charged to operations as incurred. 
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CANADIAN PATENTS AND DEVELOPMENT LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1988—Concluded 


Experimental equipment 


Experimental equipment is recorded at a nominal value of $1. 
The cost of this equipment is charged to operations in the year 
of acquisition. 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of em- 
ployment. The liability for these benefits is recorded as the 
benefits accrue to the employees. 


Pension plan 


Employees of the Corporation are covered by the Public 
Service Superannuation Plan administered by the Government 
of Canada. The Corporation’s contributions to the cost of the 
Plan under present legislation are limited to an amount equal to 
the employees’ contributions on account of current service. 
These contributions represent the total pension obligations of 
the Corporation and are recognized in the accounts on a current 
basis. The Corporation is not required under present legislation 
to make contributions with respect to actuarial deficiencies of 
the Public Service Superannuation Account or with respect to 
charges to the Consolidated Revenue Fund for indexation pay- 
ments under the Supplementary Retirement Benefits Act. 


3. Industrial and intellectual property rights 


The accumulated cost of current inventory of unexpired pat- 
ent and other rights in respect of industrial and intellectual 
property amounts to $4,435,892 (1988—$3,839,430). 


4. Experimental equipment 


The accumulated cost of experimental equipment purchased 
under active development contracts and held by a licensee 
amounts to $123,500 (1988—$123,500). 


During 1987-88, the Corporation acquired experimental 
equipment from another federal government entity at no cost. 
Any proceeds resulting from the sale of this equipment will be 
credited to revenue in the year of disposal. 


5. Industrial and intellectual property agents’ fees and related 
expenses, for obtaining and maintaining proprietary protection 


1988 1987 
$ $ 
Reestand related expensesma. anaes aera 797,318 867,627 
IUESSs TECOVETIES: mpc-ere cio tei sye os austsctpie aes © 234,115 294,496 
563,203 SIS 


6. Lease commitments 


| Under a lease agreement dated August 24, 1988 the Corpora- 
| tion pays an annual rent of $169,938 for accommodation. The 
period covered by this agreement is November 1, 1988 to 
October 31, 1993. The terms of the lease also require payment 
of certain operating costs over the lease period. 
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SUMMARY PAGE 
CANADIAN SALTFISH CORPORATION 


MANDATE 


To regulate interprovincial and export trade in saltfish from participating provinces (Quebec - Lower North Shore, and 
Newfoundland) to improve earnings of primary producers of cured cod fish. 


BACKGROUND 


By its enabling legislation, the corporation must buy all saltfish offered to it which is of reasonable quality, and must 
conduct its operations on a self-sustaining basis without appropriations. 


CORPORATION DATA 


HEAD OFFICE Saltfish Building 
Newfoundland Drive 
P.O. Box 9440 
St. John’s, Newfoundland 
A1lA2Y3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas E. Siddon, P.C., M.P. 
DEPARTMENT Fisheries and Oceans 
YEAR AND MEANS OF 1970; by the Saltfish Act (R.S.C. 1985, c. S-4). 
INCORPORATION 
CHIEF EXECUTIVE W.R. Moyse 
OFFICER 
CHAIRMAN James G. Barnes 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

TOLAASSCES 24 deste cs egeeoaer a a Muara trae es eae SVS) 27.6 24.4 16.6 

Obligations to theiprivate séctom on en eee ee ee nil nil nil nil 

Obligattonsto: Canada w 2) a7 ano ees a ee 41.0 28.9 24.0 17.4 

Equity. ofi@anadave nes niet stan Seer) ce ee eee sry ee (10.7) (5.4) (4.2) (5.4) 
Cash from Canada in the period 

== DUC Petar ya eke ogee oars has eee cere ta nil nil nil nil 


—non-budgetary, net oc. geval ame se | WAR 4.9 6.6 Dc) 
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CANADIAN SALTFISH CORPORATION 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1989 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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SUMMARY PAGE 
THE CANADIAN WHEAT BOARD 


MANDATE 


The Board’s mandate is to market wheat and barley grown in western Canada in the best interests of western Canada’s — 


grain producers. It administers the Prairie Grain Advance Payments Act. 
BACKGROUND 


The Board was established in 1935 by Act of Parliament and is now responsible for all exports of wheat and barley grown 
in a designated area which includes the prairie provinces and small parts of British Columbia. It is also responsible for 
sales of these grains for human consumption in Canada. The Board may sell domestic feed grains, but in general these 
sales are handled by producers themselves or by the private trade. The Board does not own or operate grain handling 
facilities. Co-operative and private companies handle Board grain as agents. The Board issues a government-guaranteed 
initial payment when the producer delivers grain. Receipts are pooled, and a final payment net of marketing costs is made 
after the full year’s returns, by grain and grade, have been calculated. Deficits are rare but, if they occur they are, by 
statute, a charge upon the Consolidated Revenue Fund of Canada. The Board negotiates directly with customers, or 
through Accredited Exporters. Most sales are cash, but the Board does offer credit at commercial rates for up to three 
years if the credit is guaranteed by the Federal Government. 


The Board’s longstanding mandate to market oats was ended by Orders in Council (PC 1989-986 and PC 1989-987) of 


May 27, 1989. 
CORPORATION DATA 


HEAD OFFICE 423 Main Street 
P.O. Box 816 
Winnipeg, Manitoba 
ROC 2ES 
STATUS An agent of Her Majesty; exempted from the provisions of Divisions 


to IV of Part X of the Financial Administration Act. 


APPROPRIATE MINISTER The Honourable Charles J. Mayer, P.C., M.P. 
Minister of Western Economic Diversification and 
Minister of State for Grains and Oilseeds. 


YEAR AND MEANS OF 1935; by The Canadian Wheat Board Act (R.S.C. 1985, c. C-24). 
INCORPORATION 

CHIEF EXECUTIVE W. Esmond Jarvis 

OFFICER 

AUDITOR Deloitte Haskins & Sells 


FINANCIAL SUMMARY (§$ million) Financial year ending July 31. 


1988 1987 1986 1985 

At the end of the period 

LOtabASSe I Sibtn eee. emer a ikl gs adhe aca ouster Sake es ie tote 4,103 4,836 5,234 3210 

Obligations. to the private Sector .....ee toate ee eee 3,663 4,684 5,060 4,694 

Obligations:to Canada cee cp coer tera eee nae eee nil nil nil nil 

Equity of Canada ¢ 25 7 ck trae peck arn Fen eee eel ee nil nil nil nil 
Cash from Canada in the period 

== Dudselary shan tienes Aero oe eeaanoeatiaa ate eee oe 150 245 58 13] 


——non-bud setary..\.2% 2. wate an a eee ee eae, nil nil nil nil 


| 
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AUDITORS’ REPORT 


TO THE CANADIAN WHEAT BOARD 


We have examined the balance sheet of The Canadian Wheat 
Board as at July 31, 1988, and the statements of operations for the 
1987-88 pool accounts for wheat, amber durum wheat, oats, desig- 
nated oats, barley and designated barley for the period August 1, 
1987 to completion of operations on September 30, 1988, the state- 


ment of administrative and general expenses and allocations to 


operations for the year ended July 31, 1988, the statement of ad- 
vance payments to producers under the Prairie Grain Advance 
Payments Act as at July 31, 1988, and the statement of special 
account transactions for the year ended July 31, 1988. Our examin- 
ation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


BALANCE SHEET AS AT JULY 31, 1988 
(with prior year figures for comparison) 


165 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Board as at July 31, 1988, and the results of 
operations for the periods shown, in accordance with generally 
accepted accounting principles consistently applied. 


Winnipeg, Canada 
March 14, 1989 


ASSETS 1988 1987 
$ $ 
Stocks of grain 
Wiheataenca. a. kestaenettrascsroisce sais osine ss 51,855,201 793,856,772 
LOTT IIS Ac. 0 ocS ROE Seon Clear ene aenoe 119,446,586 153,585,284 
Oatsisereaie. Sate eeg eh sit chia pea ots 12,127,201 12,640,197 
Desionated‘Oatster eos + sete nee 298,140 384,915 
ATL CV scr ssnsctouer= cuscsesteacytloncnsvadays)/o5s, sus eskonetsuskente. as 88,731,182 
MesionatedtBarley Go ...5.5.5 verses chteenvette eee 14,530,982 21,915,448 


198,258,110 1,071,113,798 


Bills of exchange plus accrued interest 


(NOE T2) BE Pin waress..cieconeiotisca nore wemmocimerta net < 3,572,718,038 3,466,552,320 
Accounts receivable (Note 3) 
Amounts due on completed 
SALES we ener creed cso orm cre eer eG 23,425,755 39,083,941 
SUNG oe e cpa ish baacisaccousie + ci iew oslire lve Seat as 51,831,998 45,840,454 
Prairie Grain Advance Payments 
LNW Seas Oy HOC At HORE NONIT o Moe ay onc 116,665,207 23,665,258 
Due from the Government of Canada re deficit 
on Pool Account Operations 
1986-87 Pool Account 
Beatle Van capac cts cus ierunicye fens sta 92,543,884 
Desienated Barley 2 tar eb reece 17,970,279 
The Canadian Wheat Board Building, 
Winnipeg, at cost less 
depreciation. istic tate tn. Mebacie fat Sete See sha 1,721,640 1,831,777 
Covered hopper cars, at cost less depreciation 
CINGICTA) Br ar iiee 34. Pettoteha vs vei Aer ata Rite 63,568,184 66,759,624 
Office furniture, equipment and automobiles, 
BiECOS LESS|GEPLEClAaTLOM waee eves siaiel enstotse so 977,190 1,010,834 
Deferred charges—Trade 
AUN OLE2D)) Wem cearreence meta ae everaimeoieveracca crue sssner ays 71,391,158 
Deferred'and prepaid expenses ...........-...- 1,973,456 9,346,640 


4,102,530,736 4,835,718,809 
W. E. JARVIS 
Chief Commissioner 


R. L. KRISTJANSON 
Assistant Chief Commissioner 


F. M. HETLAND 
Commissioner 


W. H. SMITH 
Commissioner 


R. H. KLASSEN 
Commissioner 


LIABILITIES 


EJabilinyato banka(Note;6) serrate rite eter: 


Debentures payable (Note 7) ................ : 


Liability to agents for grain purchased 


{LO Myproducers (NOLES) eee eae: 5 


Liability to agents for deferred cash 


tickets (Note9 jmreseeee yc ern etre c : 


Accrued expenses and accounts payable 


(Note sl 0) aes aes tones ne Pe ie oe ; 


Outstanding adjustment and final payment 
cheques to producers 


NACE eg, cqmibtced ob roice PowLerenn Perec s aro oe : 
DITCH Aob eos opm EOE OTe bor ao ene ‘ 
OAC ecrataeaty gets ers ac as se aus cen RI ee ete at : 
DesionatediOatsa.y sean eee : 
ISENIM: “ohimalbia amipomoinas mola anieci boro o ae 2 
Desisnated/Barley a2. cmc ee etal : 


Special Account—Net balance of 


undistributed payment accounts (Note Il) ... . 


Provision for final payment expenses 


(NoterlD) ae ee Se eee ee eee eae é 


Surpluses resulting from operations 
Pool Account 


Wheattnsdisanonirs Soa aa eee ard: : 
IDUNUM Set) eta aera aes a er race at ? 
Oats! ee ee a ccgiets ach eid acres ep tangays 
Designated Oatsiemer nee aee ‘ 
Barley peces.cunorsarietesnens rane 0 ate naneerare arenas : 
Designated Barley en rre ire : 


Deloitte, Haskins & Sells 
Chartered Accountants 


EXHIBIT I 
1988 1987 
$ $ 

. 3,610,793,737 3,851,899,419 

66,350,000 

11,265,153 658,389,287 

40,452,058 107,072,682 

31,152,492 84,830,034 

2,087,570 101,607 

600,940 32,858 

36,247 aT 

432 391 

165,107 35,300 

154,752 22,565 

5,986,523 7-125;079 

885,912 2,342,578 

244 988,680 8,028,507 

104,400,100 44,748,991 

8,544,443 4,642,071 

1,165,968 96,169 
19,805,777 
20,044,845 

4,102,530,736 4,835,718,809 
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STATEMENT OF OPERATIONS 


1987-88 POOL ACCOUNT—WHEAT 


PUBLIC ACCOUNTS, 1988-89 


FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) 


EXHIBIT II | 
} 


Wheat acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 


VatiCOuMve tig. as--ciheretac neonate serv eielves coe dome chce bila geoRovanse: peed Gite tm emcee Nia eke a a eer e 


Net tonnes acquired from the adjustment of overages and shortages, etc., at 
country and terminal elevators at Board initial prices basis in store Thunder Bay 


OPEVANCOUVER™ Secore noes: worsted a aoke tinea arteoa Rect Oba SAAS LES Pamobtet ata stays drei ceaen Semin 


Wheat sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 


DOTS TIC ers Sree Sines, cae Seen Cre eT eIE Lo Sermo TTT oO eras a1 SISTA CEA ELMER creme enrentneeerarnete 
EXPOrels, Wao eva dies fed tarn aie ler avec eet EA a MIST ROAR AG ee TAREE ovr) Meee: otek chart beaneaae 


Wheat stocks—Being Wheat stocks on hand at July 31 stated at the ultimate value 
received from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 


DOMESTIC. Poe cea Rr Na hes baie al 0.905 wre oe oe I ER ANS MUM Be eecelaeete eats 
EEX POL sya are aves Stoners apse: tess Gra) 08 eh 6 o's 05's wes win) SORE G BeOS, Pre Penad ota one eceieten ern nee 


Surplus'on: Wheat transactions, «sje. o0 INSEE Ag Rea ean Tt eae RTO oleeete «wore etter 


Operating costs 
Carrying charges 


Carrying chargesom Wiheatstoredin country:ecleVators)7-caeteiniiie tanita citi e neeete 
Storage on Wheat storedin termuinalielevators: smn aersmayaa arene catia ert craters ere een 


Interest, bank charges and net interest on other Board 


ACCOUNESS aris ceeie Soe aces comin crave wpe eins ales sus: wccho) ae ays aye) wid or LE aces loeogebepad tay 
De MMUIA BO a eye Seis acotia nie col ol sition ede aor cot esac coin coe ered Sire sa Oh aOR ep Ohcdln, sucg ania oy olowa cats cortical 
Additional freight—Wheat shipped from country stations to terminal position ............ 

=—-hrelant Tate Changes) tararape aay ssanccopelassnsporn hea Mp et eke Oe eee oe 
Handling and stop-off on Wheat warehoused at interior terminals .................00 00 
DrylisChar esi ak gercy «we ksrac bie se eerste ole nage era: Ase oh ake avs Gee uae Pot epe Neca rae sic arate eta 
Interest and depreciation on Wheat Board hopper cars ..... 2.2.0.2 cece eee eee ee cece : 
Wheat Board administrativerand: generaliexpensesmyeieiie eeinisneiiel astrk ier ere 


Surplus on operations of the Board on the Pool Account—Wheat, 
for the period from August |, 1987, to September 30, 1988 


(I986-8October: 31 OST). a weve wet csr ePaeee in navel niiareieeec ats creel svete fea shes eae 


1987-88 1986-87 
Tonnes Amount Tonnes Amount 
$ $ 
15,476,040  1,744,509,029 18,555,981  2,150,584,269 
63,217 6,959,936 178,783 19,921,478 
564,443 68,458,164 1,861,457 244,206,898 
16,103,700 1,819,927,129 20,596,221  2,414,712,645 
957,760 916,987 
14,756,905 13,045,777 
2,279 19,039 
15,716,944 2,083,059,719 13,981,803 — 1,728,115,439 
355,537 
386,756 5,694,438 
564,443 
386,756 51,855,201 6,614,418 793,856,772 | 
16,103,700 2,134,914,920 20,596,221  2,521,972,211 
314,987,791 107,259,566 | 
37,105,198 49,772,667 | 
16,037,805 16,582,309 | 
53,143,003 66,354,976 
(17,785,610) (6,375,164) 
(265,409) 1,770,643 
10,542,410 8,749,488 
(1,513,861) 825,363 
1,080,148 (99,389) 
52,664 3,724,128 
4,737,960 7,150,182 
20,007,806 17,130,832 
69,999,111 99,231,059 
244,988,680 8,028,507 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF OPERATIONS 


1987-88 POOL ACCOUNT—AMBER DURUM WHEAT 


FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) 
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EXHIBIT II 


Durum acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 
RVANICOUVER  cysx Pee Ryebatens cecusycx<y 751 AcnVayePaa steko cr ena vero tel er Pete tan cycnatas sheveveivayavetalerats aie: avahate laber atta 
Net tonnes acquired from the adjustment of overages and shortages, etc., at 
country and terminal elevators at Board initial prices basis in store Thunder Bay 
OGAVANCOUVED ch Caco oo syss nce Gar Meee eich oter SMepe Nee ol skekeenssGuavennsa te isis» ae )e\ane wiicus edie. a elos 


Durum sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver or Churchill 
[BYTE US Rcerhg oh GeO Ae ORO OOOO ASOD eS gO HOI OBIT OA NOR RO INA cs Bal ee 
EEX POrt Peres Rr seetevete ratateree Ute vae aes oa Pah 3 care cer lelte aston evs vecahay tate arta steitrlaKoters Tove) avaveleteistiats Ghd ee 


Durum stocks—Being Durum stocks on hand at July 31 stated at the ultimate value 
received from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completed sales for the period subsequent to July 31 
DIOMESUICH fam renss stance cas cys = oieteho snes wlesacrepn sachet alektale. alison) Hous Sus evsly ait os. age 6 als opayne sone 
BS POR ear papye rae estat Serene oy site sc Rae tors oe os Gl oles cots endive isle gous uojehs BLiejale si ncae-h ew 6 bi508.% 


SETS ANSP DHT WER LETT ENS Son dang oben ocaouseususommonmecosooNO oe bo. 


Operating costs 
Carrying charges 
Carrying charges on Durum stored in country elevators ............ 000 c ccs e cece ee eeee 
Storage on Durum'stored in terminallelev ators) = sar. = tae sinless) ers ain sees evel ioleiis aie 6 


ATteresmanic. Danks CHAL GES. ayceutatata cl Mee acres stove cols oir ialion nie elle obereuei lava ‘aloyaiedetes a) iat teva) eesre ron 
IDG MUTra Oe mere eier se rcee cists eee ele cr taeere te ees sie aeere cusses scstey aierehons ia crtsteyae sberee seauer ater la cr tyensie 
Additional freight—Durum shipped from country stations to terminal position ............ 

——hreiont rate Changesun wpaiiriclels (ore ciors yao os evcleisielorvorsteicrel ale tekeueis torre) s 
Handling and stop-off on durum warehoused at interior terminals ...................0.-. 
DIN PTE MMT nods oso go godiod On0db00060N0d0 INb6 CHOU UNG GUM OUMDOEBOOEnDOOHA DC 
Interest and depreciation on Wheat Board hopper cars ..... 20.6... eee e eect e ete e eee 
Wheat Board administrative'and’ general expenses J... ¢.3-- es ees e nese eres ce 


Surplus on operations of the Board on the Pool Account—Durum, for the period from 
August |, 1987, to September 30, 1988 
CSRS OYelifo] ers SH TR WA a Sula sino sino oc ates Geeta OCT CNC ONG RG rE RoR RO DOO Rone DOME cnc 


1987-88 
Tonnes Amount 
$ 

2,708,407 321,361,389 

15,103 1,810,663 

621,128 76,928,140 

3,344,638 400,100,192 
125,607 
2,548,938 
2,713 

2,677,258 399,220,730 
36,432 
430,690 
200,258 

667,380 119,446,586 

3,344,638 518,667,316 

118,567,124 

9,140,017 

2,694,180 

11,834,197 

(1,452,155) 

(925,436) 

493,233 

(116,671) 

2,262 

926 

829,173 

3,501,495 

14,167,024 

104,400,100 


1986-87 
Tonnes Amount 
$ 
2,865,836 343,855,111 
5,895 658,074 
189,565 22,875,459 
3,061,296 367,388,644 
111,960 
1,770,302 
2,102 
1,884,364 2TTN52.392 
41,559 
514,245 
621,128 
1,176,932 153,585,284 
3,061,296 430,737,636 
63,348,992 
9,493,349 
4,496,472 
13,989,821 
(570,302) 
839,952 
332,687 
234,532 
(145,302) 
168,588 
1,104,293 
2,645,732 
18,600,001 


44,748,991 
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THE CANADIAN WHEAT BOARD—Continued . 


STATEMENT OF OPERATIONS “ 


1987-88 POOL ACCOUNT—OATS 
FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) EXHIBIT IV | 
1987-88 1986-87 : 
Tonnes Amount Tonnes Amount 
$ $ 


Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 
VANCOUVER tree ete Ie eerie ae eR Se lore, bE oxen orniounohezsta ook Sue trene tao eher atone 256,132 23,100,925 254,144 18,936,141 
Net tonnes acquired from the adjustment of overages and shortages, etc., at 
country and terminal elevators at Board initial prices basis in store Thunder Bay 


OLIV ANCOUVER AN per chases sats is one. Aces Ra eho us ince iszauastelrs gehen aes re cate to ala sore ole atone ie oie is ce/eueyayaees ce 386 33,409 397 42,958 
Purchasedifrom: priomyear, Pool’ Account——Oatsir ....tier ciebintisiccie lacie ies see eee 70,285 8,865,289 28,990 2,199,808 
326,803 31,999,623 283,531 21,178,907 
Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver...............00e005 251,141 30,148,393 178,261 15,007,238 
Weightilossesin transit and invdryin ge. aercine is cio cis ous ayes ouser anion teste tellers coteaees cena 20 47 
Oats stocks—Being Oats stocks on hand at July 31 stated at the ultimate value 
received from the sale thereof, basis in store Thunder Bay or Vancouver 


Completedisalesitomperiod'subsequentitojJuly,3)lemcgae erreur tit rotsteteiny ol eretsiei strat 43,067 6,209,051 34,938 3,774,908 
Saleitoisubsequent RoolrAccount—— Oats gan. eittsce tae vattsr acetate teterel bel heirs tsar 32,575 5,918,150 70,285 8,865,289 
326,803 42,275,594 283,531 27,647,435 
Surplusion|Oats; transact Ons, se screnecoc. ceepsicishovexe cfopsics Sears s mie ohehs epee nal steonsns levee Rok geen ONS ceca 10,275,971 6,468,528 
Operating costs 
Carrying charges 
Carrying charges on) Oatsistorediinicountry elevators steed ool eile se elder icici see 539,261 696,193 
StorageronOatsistorediiniterminall elevatorss..-cmne ae orien eroricceteieieiee yar 602,275 589,322 
1,141,536 1,285,515 
Interest- and: bank: charg esi ieriatccovs<cacvaps etagsys totais: 8 ie eae we ene a cede ioms eames eae Seat eee eter (149,220) (59,352) 
Demurrage 4... © Semen noter rere |i teteesern nts xk | ear etmenl maaan | A eee he eC E EE ee lens 47,455 (6,196) 
Additional freight—Oats shipped from country stations to terminal position .............. Di [Paves 243,254 
= Freight rate changes: oi)... as .iacs esas crs ote rsreiarsrnce cust vines. cue siaielatecstereh (2,263) 17,779 
Handling and stop-off on Oats warehoused at interior terminals ...................000005 1,023 
Drying Charges aii pices rar Cie etree ee Ne. wh cress corarcovs se lanl lena yoiatnaes oem iagee eieiare) eeesiinns isle 4,133 12,903 
Interestzanddepreciation| on Ww heat Board noppen Cams era tetris ey erate tstare erste 85,409 97,929 
iWiheat, Board administrative and! generallexPenSeS aise erste geese heen siete enol sears 331,134 234,625 
SiS 28 1,826,457 


Surplus on operations of the Board on the Pool Account—Oats, for the period 
from August 1, 1987, to September 30, 1988 
(1986-87 October BU TOS 7) ree cretercte erecta s fave cis ee teet ee oct asenn eden aio en oe ere Ais etalie eral ae 8,544,443 4,642,071 
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THE CANADIAN WHEAT BOARD—Continued 
THE STATEMENT OF OPERATIONS 
1987-88 POOL ACCOUNT—DESIGNATED OATS 
FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 
(with prior year figures for the 1986-87 Pool Account for comparison) EXHIBIT V 
1987-88 1986-87 
Tonnes Amount Tonnes Amount 
$ $ 
Designated Oats acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 
WANICOUVCE See. Mee PRS aae cr 5 Sat cpr el A hecBes 5) cre cot oy craycov op shien Sear evaneubyeeas sects 76,321 9,261,146 55,386 7,037,675 
Designated Oats sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver .................0+-- 74,434 10,166,104 52,367 6,794,003 
Designated Oats stocks—Being Designated Oats stocks on hand at July 31 stated 
at the ultimate value received from the sale thereof, basis in store Thunder Bay 
or Vancouver 
Gompletedisales forthe periodisubsequentitomuly Slater. emcee eects cite ele 1,887 298,140 3,019 384,915 
76,321 10,464,244 55,386 7,178,918 
SUTDIIS OH Des Caen OFS MANEEEUITONS: « ood000 0g00b0000000000004 DOU 00N00 0b OOOO O.OUOS 1,203,098 141,243 
Operating costs 
ED CCLE Seaport rote eter ayy ete eve taray obs ore sre cns hy s"oxoge ere cucT et euay ele rates aeons nese aur ipatewshersioncte-s os) 2 Gltoveus) (86,990) (27,400) 
Interest and depreciation on Wheat Board hopper cars ... 0.2.0... cee eee cee cence 25,450 21,342 
WheatBoard.administrativeandyeeneral Expenses ai metter siete cllsieie ics cuedels/eieleisiesisieus|s icles + 98,670 51,132 
37,130 45,074 
Surplus on operations of the Board on the Pool Account—Designated Oats, 
for the period from August |, 1987, to September 30, 1988 
(O86=8i October SUR UO ST) rae custete reve acerevatey stat citoletie tenes ater -lacere uteks (ole tate Wkstareluenstele otetior Sleloroverars 1,165,968 96,169 
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STATEMENT OF OPERATIONS 


1987-88 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 


PUBLIC ACCOUNTS, 1988-89 


(with prior year figures for the 1986-87 Pool Account for comparison) EXHIBIT VI 
1987-88 1986-87 
Tonnes Amount Tonnes Amount 
$ $ 
Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 
WAN CO UV CL ia cist ete RCs ocen sic) 3s PR Pe Rate eee ean eLMMaNee t's Sisl feo ater chr onseir ov eheverstsey aren seen onokaNoes 2,224,961 144,395,122 5,428,259 431,547,562 
Net tonnes acquired from the adjustment of overages and shortages, etc., at 
country and terminal elevators at Board initial prices basis in store Thunder Bay 
OLAV ANG OUV.EL UPN Hei 3. os 1a sdefh ae SEM Ys SUe ier sos eS BRM craic sve eames cop atera ore meee aera one 34,596 2,451,270 153532 1,230,828 
Purchasedifrom prior yean PoollAccount—Batley) .j.ccrrs 2 oes e son) sie sie se el ie tegnenere eee ee ee eee eS 
2,259,557 146,846,392 5,443,791 432,778,390 
Barley sold 
Completed sales to July 31 basis in store Thunder Bay, Vancouver 
OME HUH ill Aye aeons stapaiaia ete ero TR che cals STN Is U8 clin Salle Sis sles over ls Wwresereters shea 2,259,223 172,410,524 4,124,421 275,473,667 
Weightlossesnini transitjanGuntdry ing sx. a aeks takai ster oiere crete eactpaver oe ollie eye or eirtels 334 4,750 
Barley stocks—Being Barley stocks on hand at July 31 stated at the ultimate value 
received from the sale thereof, basis in store Thunder Bay, Vancouver or Churchill 
Completedisalesforthe periodisubsequent: toy uly. 5 lemantararie itr trereteteitel yest te ietetee 1,314,620 88,731,182 
Dales: toisubsequentsEoolvACcount—B arley eer -(-rate stetet cit dets Norelteione) retsielalaierestoeshereesyeteits ree e yr eee ee a rr 
DR2D9 DOT, 172,410,524 5,443,791 364,204,849 
Surplusi(Deficit) ony Barley transactions’ .c).j.7 tcc sus aleve telsre) syeusve o ateicode ee elieteuerone ie ar oretonerersiate ai 25,564,132 (68,573,541) 
Operating costs 
Carrying charges 
Carrying chargesionBatleysstored in country, eleV ators saacycmicrasiteeioisteekcnicitecenaeh te 639,467 8,767,644 
Storage on) Barley storeduniterminaliclev ators waver eter teri eiatele rrr eter tee __ 1,279,713 _ 1,725,059 
1,919,180 10,492,703 
Interestrand bank charges aressye. pores = os ccayate rors vous) sieveye. sic sayelotiewsie (ooas ls ore aueroselolss ate,-o/ stat sla suete (2,940,186) 3,365,236 
DOMUITAGE Psp cOusvavayersrewet acon barsy) ace, srs Sisies 6. way ayene eA Cors io Uae kacolst oie « wiereargececcctas ers oes 2,678,089 448,507 
Additional freight—Barley shipped from country stations to terminal position ........... 864,102 986,917 
——Hreight ratechan SeS rare tercteere rotate ie lerelesioceieret erect aiterere cies (359,295) 212,161 
Handling and stop-off on Barley warehoused at interior terminals ................-.0-00- 7,554 (21,312) 
Dyin gs CNArQeS vers, sae wh cbon seo shd eee exces tans cierecoo nee eksTe eiscaiehenste ate Gitetens ot toksategers iatepaeene 31,258 1,383,103 
InfterestandidepreciatronioniW heath Oard hopper Cats serie (eaer ret renver ieee rete ieee 681,168 2,091,673 
Wiheat BoatdladministrativeanaeeneraliexpenSesinmiasen ita hier iats eit tcl rar naeren ree ae aiae 2,876,485 5,011,355 
5,758,355 23,970,343 | 
Surplus (Deficit) on operations of the Board on the Pool Account—Barley, for the period 
from August 1, 1987, to September 30, 1988 
(1986-8 i, October 3119 87) incerta gae etd eaets: palecetrnre hrs ueterenssteacuctrs ss ixeueon i lolorne tate tre ares 19,805,777 (92,543,884) 
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THE CANADIAN WHEAT BOARD—Continued 


STATEMENT OF OPERATIONS 


1987-88 POOL ACCOUNT—DESIGNATED BARLEY 
FOR THE PERIOD AUGUST 1, 1987, TO COMPLETION OF OPERATIONS ON SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) EXHIBIT VII 
1987-88 1986-87 
Tonnes Amount Tonnes Amount 
$ $ 


Designated Barley acquired 
Purchased from Producers at Board initial prices basis in store Thunder Bay or 
NW ANCOUV Lr stern Ne earn tic ratetciet tao ee ata ea Ae Srey EF ae ohs raa C atANS olanerWs-F lo cyeiavainreieceie 1,022,885 130,135,153 1,035,883 164,254,027 


Designated Barley sold 
Completed sales to July 31 basis in store Thunder Bay or Vancouver .............-.00005 944,925 135,179,256 876,186 125,802,562 
Designated Barley stocks—Being Designated Barley stocks on hand at July 31 stated 
at the ultimate value received from the sale thereof, basis in store Thunder Bay 
or Vancouver 


Gompletedisalesstontue;pertod subsequent: tovulys sili amry-taasneretauepieer eich layers reishensi sleseleeay 77,960 14,530,982 159,697 21,915,448 
1,022,885 149,710,238 1,035,883 147,718,010 
SULpiusmoetic ron Destenatedsbarley tranSachOns warwarcraictepenste tet peierar stony tscaieieliste clelelool/ststen stars 19,575,085 (16,536,017) 
Operating costs 
[ENS Feet DOr 62S Ac monqdee ood Gammon Bement oe oe, FOTO TAOS Orin cts motte ORATOR EacaE MRE (2,004,837) (39,614) 
IDENT EIEA ot 3 o sci Boone HomuGe SOOO Odo OOO DIIS.CD.b OO DDO COROT eR eoenee (128,420) 118,395 
Interestand depreciation’on) Wheat Board hoppericars yu... «he arsvete: Velsyeislele 6 12s) slel +e elec so wie 341,086 399,157 
IW heat’ Boardladministrative and general expenSes 2 yeyvaer-:-yeteispeycte Palereistodel > oe sy eloleiee suauens als 1,322,411 956,324 


_ Surplus (Deficit) on operations of the Board on the Pool Account—Designated Barley, for the 
period from August 1, 1987, to September 30, 1988 
MOS G-STEOctober3 1. L987) say.ttetasiatctaletorstercsercterataterstone creeds onsaestelelete atehavolotetataretelstarderetavere 20,044,845 (17,970,279) 
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STATEMENT OF ADMINISTRATIVE AND GENERAL EXPENSES AND ALLOCATIONS TO OPERATIONS FOR THE YEAR ENDED JULY 31, 1988 | 


(with prior year figures for comparison) 
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Salaries—Board members, officers 
an@'staff "ia. aac nace ome 6 sos sian RE eres 
Unemployment insurance, pension, group 
insurance, medical and other employee 
DENELLISIER memiaes ccc sree nemcn sy peeeaienmenne ere ert 


EL axiesaeeene terres Yeh POT Pee ee ree artes a2 
Advisory Committee—Travelling expenses and 
penidiemiallowancesi eras seid trae siete alar 
Rental and lighting of offices including 
maintenance of The Canadian Wheat Board 
Busldin Gam Saeed raced ten nantes ioe rexg sae oateens. 
Telephones—Exchange service and long 
distanceicallSaeyarete ey aus Uhr nieces Portes 
Telegrams, cables and telex expense ......... 
ROStA SC Mommt vercuttoaiekere to iets «fanssewe oe patnlel scans orsactaee 
Printing, stationery and supplies ............. 
Annual report, mini report and "Grain 
INPAtCErSIERCIC’ =. SAN PR ees oc MRE AIRE AS, 
DYISUICHIMCCLIN GS marred tester meee Vofere eS sant eesea ce 
Oibicerexpense ers.) tee ten re earn eae eerany: 
Travelling and transfer of staff .............. 
Travelling expenses—Inspectors ............ 
Legalatees: and! Court: costs aware setts ae 
Aiditsfeesti rae tomnemrstnd cic ni mint a ee eraa an eeliets 
Computing equipment—Rental and sundries .. 
Repair and upkeep of office machines and 
EQUIPMENT sonra meio atadatitere ayers tee 
Grain market publications and services ....... 
The Canadian Wheat Board share of operating 
expenses of Canadian International Grains 
Mi SUULU CC ae tap seer cad ese coucuecen te vicle cs ienayay' 
Bondsyandiansurancesener nya oben ae re 
Winnipeg Commodity Exchange dues ........ 
Depreciation on building, furniture, 
equipment and automobiles .............. 


1987-88 1986-87 
$ $ 
15,586,850 15,091,466 
1,853,036 2,032,540 
338,613 255,791 
103,460 176,096 
1,472,794 1,419,340 
472,517 423,592 
127,928 151,400 
679,653 575,798 
516,454 612,703 
153,514 142,946 
20,064 18,429 
678,549 626,626 
868,819 739,336 
223,467 178,144 
26,371 37,301 
98,500 91,000 
3,136,099 2,628,148 
62,775 52,562 
116,863 109,226 
1,266,031 1,100,446 
39,175 42,712 
12,120 
372,051 334,808 
28,213,583 26,852,530 


EXHIBIT VIII | 


1987-88 1986-87 
$ $ 
Allocations to Operations | 
1. Marketing of Producers’ Grain | 
1987-88 Pool Account—Wheat .......... : 10,462,893 
1987-88 Pool Account—Durum ......... ; 1,831,074 
1987-88 Pool Account—Oats ........... ; 173,164 
1987-88 Pool Account—Designated 
Oats aascrcis ots ects c store sesvaltra siete scene : 51,598 
1987-88 Pool Account—Barley .......... : 1,504,231 
1987-88 Pool Account—Designated 
Barley Att 4 50 is Se tS sche ? 691,542 
1986-87 Pool Account—Wheat .......... : 8,076,984 
1986-87 Pool Account—Durum ......... ; 1,247,431 
1986-87 Pool Account—Oats ........... ; 110,623 
1986-87 Pool Account—Designated 
Oats re capers cise oS arenes ersten sete ; 24,108 
1986-87 Pool Account—Barley .......... ‘ 2,362,794 
1986-87 Pool Account—Designated 
Barley tas. fosc ac jets tet reoaereieteters ; 450,895 
26,987,337 25,665,175 
2. Distributing Final Payments to 
Producers 
(a) Wheat and Durum 
1986-87 Pool Account—Wheat .......... : 90,593 
1986-87 Pool Account—Durum ......... : 74,436 
1985-86 Pool Account—Durum ......... : Sey? 
1984-85 Pool Account—Wheat .......... 4 1,390 
1984-85 Pool Account—Durum ......... : 188 
1983-84 Pool Account—Wheat .......... : 1,939 
1983-84 Pool Account—Durum ......... : 268 
1982-83 Pool Account—Wheat .......... 5 1,013 
1982-83 Pool Account—Durum ......... ; 138 
1981-82 Pool Account—Wheat .......... : 1,202 
1981-82 Pool Account—Durum ......... : 163 
186,902 117,311 
(b) Coarse Grains 
1986-87 Pool Account—Oats ........... : 24,759 
1986-87 Pool Account—Designated 
Oatsita eee es a en eee a : 2,819 
1985-86 Pool Account—Designated 
OL ROO ny ROO ROE SG. or. a 6:05 aOR F 1,161 
1985-86 Pool Account—Designated 
Barleyeccccmrovey-vocisercvyoee rer keene ‘: 5,627 
1984-85 Pool Account—Oats ........... : 352 
1984-85 Pool Account—Designated 
Qats Wiseyasrearemieneis savawia sususiereverete anaes : 63 
1984-85 Pool Account—Barley .......... : 837 
1984-85 Pool Account—Designated 
Barley” Finer eps ioicyckereias ate oheratevakers asters also : 147 
1983-84 Pool Account—Oats ........... ; 498 
1983-84 Pool Account—Designated 
OBES Mee Sele anertinraryedetst ataratelenteyaue oust array oe ; 88 
1983-84 Pool Account—Barley .......... d 1,168 
1983-84 Pool Account—Designated 
Barley roveneycvs tty ccc svtonterore ea ameners ‘ 209 
1982-83 Pool Account—Oats ........... F 255 
1982-83 Pool Account—Designated 
Oats a ea Biieecrcrat edeterone ance eum aya onate aches : 46 
1982-83 Pool Account—Designated 
Barley? 55 sisinncnaecisics at Guisaccieniee er : 105 
1981-82 Pool Account—Designated 
Oats besencwite meciroelawee abut ens ; 360 
1981-82 Pool Account—Barley .......... ; 724 
1981-82 Pool Account—Designated 
Barle yi ga siwce accu (opaie seer or nes conteae es : 126 
39,344 70,044 
3. Allocation authorized by Order-in-Council 
from Special Account—Undistributed Payment 
Accounts in partial payment of Administrative 
and General Expense incurred in respect of 
the Prairie Grain Advance Payments Act 1,000,000 1,000,000 
28,213,583 26,852,530 
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THE CANADIAN WHEAT BOARD—Continued 
STATEMENT OF ADVANCE PAYMENTS TO PRODUCERS 
UNDER THE PRAIRIE GRAIN ADVANCE PAYMENTS ACT 
AS AT JULY 31, 1988 EXHIBIT Ix 
Cash Advances Balance to 
Advances to Repaid by be Refunded 
Producers Producers by Producers 
$ $ $ 
IOS-58, Crop yV eae een | haic, acrate ite ates bietN pee Mook Sek AP Gt ln eioh Hie EE les Biba 's A iting a tet se tate 4 ete terranes 35,203,467 35,200,848 2,619 
1958-59 CropaxCatamrbey nr) sia see cial ets etiam meer Oe hte einbis Sitch nt tthe th toe ert ant RI tReet i 34,369,653 34,366,768 2,885 
NOS9-60 Crop Year Marterst Revcsanscs."o.cusgtuate ss Te ees losads fofebytelatals State ts de ole kote 6's ce Male Se outs 0%. Me lala hb Ales 5s a ec tele sta Pel 38,492,505 38,490,061 2,444 
TO GOZG TRC ropiay Car meee ec ae smeye Raa Uke i oresae  elatane me eye Tote te late ta teks Pele tas ule Ines 70" tage rev Ma Noe Tas ote nate MN Pes 63,912,550 63,905,058 7,492 
IOLA GZIGTOD ay Galea ears gaye react Sister situa haat eR rae tn eS aes Gace ae nisin cawispeie ay iste teucudeede Sieia ececaete race rer mboneieeerere 16,656,713 16,651,472 5,241 
NOG2- 03 rope YCalamng ttre stra cscs ae tint Ps piel ete eng MLN eens austere cine) <, siayoher fete mrernter arene Otome coo meer as 29,251,526 29,245,974 D552 
HOGS OAGC TOD RV CALE Te irs execs Ua riety en eee Rene Meek oge or rao oe au sannge es ease fear Soot mettre com ne eM 62,136,418 62,129,679 6,739 
MO GAGS) CHOP) MC Ab Weegee rag csch 5 cosy 55 esp 5 essere Pa Oe EET ENE ray Sevag avSi allots [ova ace sre SS calle es eS ata He SS ohm, Sere ensheve eae oot 32,961,844 32,959,271 6,117 
NOG5=66! Crop VC Anse away oper sev rersr cave go os) 15 oyeer oi eho is NESS eh eReM SOT #1 ceo gcie sc serecnpes ars, sate ha eo eek ote oe 40,600,386 40,596,511 3,875 
1966-67 ‘Crop Year irre se ee ee eerie bent he sites ried oats os dilemma es Bole ede sat dallas ae 36,668,270 36,664,915 35395 
NO GTEOS: Cropwyvedte we fred ese Bye hon syecee chee AA RNa cha race hace, Set Paral: ches acaneve atest eee ote eke bt ea RUE IE ee 47,280,533 47,277,578 2,955 
HOGS=69 Cropaveata cee on seria Mtaten sete ycrerty MOR Rhea capa eh ns Matetay ef tee iets «| Moonee eames ene ecm ele tehoe 151,852,319 151,771,480 80,839 
T96927. 0. CropRVe diya se rreray yor os. vcarduat cavne gs w era’ etek souv/a wo opegagervtcnphasiel exe disse wieiails *& gvonerd Seo. cvstbeseale hace Metele ia stare te oy ete ee 272,777,516 272,476,629 300,887 
NOG OIDs Crome Cala mtea sets a1 otcee: shove inst cite aces iahay sve NA ote a sayeoceeonanrelay ea fasieleh ova) cs pak oh cha Couiiceye to oan sf nenaue eat i 91,105,890 91,076,244 29,646 
NOW Mas 2 Cropry Caliqgencasmaes val, teleptres ape eyecare sr cke usta teapeeenaromcRwe  eeeie os teak ee p IS el oie aces gener voce wie¥s unmsags tf erences 68,142,360 68,110,235 32,125 
NSA SKS ya CET AE Far SEA DD SCOOT DAE OO OA e BGO O ARES Oho TRA Oe A Grin ance ee nae 20,754,104 20,743,234 10,870 
ID EEYAMC Col aya Cele rs Grea a aaa Goo LOS oe y One Maer Oman cree GMA aaa AS cr eared con wos we 35,259,387 35,220,656 38,731 
NOT A=) ): CrOpOy CAT men ra eye cereale sone ee STNG wid icle ereysleneleeas Cyeiate 6 ore er aiaieredsg coe sunveyel es sade AG pein = aed gee aeons 46,635,399 46,609,707 25,692 
1975716 Crop VCaligrerc wrecsitatoe a Jape cus» oo io rises sie etieae oe als Fay tinge aise ees ROM eI St Cine bias tiene wee 20,236,528 20,208,199 28,329 
NOT OE 7 TACTOPULC AIM Mtcateremteateurus Teme ps ae Sie ctl d oo thape GPR sie sone ce ete Fiat sur ute Gi ahaa oo Boab cases alata ete. tras Ratner ta 130,592,220 130,478,652 113,568 
NOT 13 CLOM! Yc Almere meat ciate sero acl eee tes eae eevee ere eee ee treet # PR acunreae aps! cub Peeks Retained ati raewe dessins aroha hy 119,090,916 118,928,275 162,641 
LOH B= OICLOP IN Cale epee tere rete a Te eg ele her eter Sectors tate opetcions ideas ozcaeanr gs pe gd ale. ec uauepenee cratic ates MON eee maa hgs 151,316,450 151,199,105 117,345 
NOPOESO} Crop eve ann ier iceece.c take sunit duasans ahezoPetsve io shel scnte al atesereragabaie ob Slaeedenmatera spt sisrt annie Raabe epochs lemyeialaraioiisk Mega ciety 3 99,146,581 99,080,930 65,651 
WO SOSBIKCTOp VY Cara ea sssro to skes seated sie are sy aersroisis ool sists ke, os csuePehsy ats mie prisee os ae sad sone ois oko soe en ee Meare Sicvann oye ea eyteens abe that 61,640,150 61,598,537 41,613 
MO SS 21 Cropy Years suer to pecsgatscaraiesaqeapace play cicts averse ouerorereerse 5) sPorey cts miei ac amemarcuarastiter ss ok lay cbiedevaeye sta sagueka aie: es eietere raisin 333,688,190 333,240,052 448,138 
IO S2=83 Crop yeaten mat seyret Bieta site chat este teks ere ee. Pavd GPE. Tels SAMENESS che val cyeveigars va nce abohaiauelt soyanea se 309,022,755 308,206,500 816,255 
IEXSSSERSP IN Gs 0) Na COE ctcass encoachck 6.0 HE Cac AOOLY Ou Coa? Oey ONT ONDNEMETD Cha OTST RIS Daten cers Cee ae na ar 286,736,519 285,925,693 810,826 
OS A285 (Ct Opeye aint neater. ree tiara 3 tea ep Te Mi cles eta TN. Geto CR OEMs ogety for av aTc Po rs 1 covoeh Fes Syaiehe de /eeloye wi weve aunts ovorels eevee 201,289,320 200,353,424 935,896 
HOSS =SOMCLOP NC Aline rin ser Ricci eeu bexeceioe cot er acces gun Sut ee oT ett s oe ae nie be HOR loe te She 340,670,296 339,079,128 1,591,168 
MOS GEST Crop: YOAr stags: «rosa cvrs ays oss casi cone yap ear as a OFS Seas a wie alam Wie ists <oera) oe o ores ancien ietelere) aionw Starminre eiaieim ots openers min teens 642,511,850 638,921,777 3,590,073 
MO STeSS CLOPLVCan meter: se cr ctom meee hate eee rn ene ae ee ee Re oe Cae e Ee nae 563,607,958 441,091,841 122,516,117 
4,383,610,573 4,251,804,889 
Balance to bemerlnded DY EKOGUCEIS aStaty UlyA Slam OSS: ernrapster teeny sya) er ererye ister ay \ee tans pe tot mey yet ste asset tetiay tsi (as ohoesheeeeeeces | aister an 131,805,684 
Wad sbanksinterest towuly 314 1988 payable by the:Goverment.of Canadatm tac ci ot cicerrctere cs crilae oispevelatoteye eterno clases cists) ale) oie) etel 158,648,093 
Lessamount paid tovuly si) (98820, senna cba cicsahosbEsuhepemioussieys oso cusaal sant Oa buciteies > Gaus teed asters Seudeeiese 157,646,694 1,001,399 
132,807,083 
Deduct: balance of funds received to cover advance payments in default 
GOvernmMe;nteOhi Canada: prtwen cvs canes ce ecee es ete ene oun ee ee tesa chute bate LOU Os RoR aR cette OTe SEO AE OHGLod sce ches eae vedas spodeasuicaveneie de leastottaceM ecg sye Leis Oe ey. Se) be) 
STS TNO ACO TEINS: GAA so aeod Oo onbOD dod oH dCHOOneD DOO oN UNSN GONG OGOHe DOU Dd SonOSD aad T On OOS OMoOon bones UoOSdnCEd 95,124 
Inferest received on default payments r-irersrbeerarcrene eset) = alcl telson a tale otetater et otataaroiaiapolehetoterevetenelietaver MevsWeteta te PCr Ret etete teat neta Ree k Teer 13,688,237 16,141,876 
Owimneto the CanadianawneatBoard as atIUly SLOSS, cecpenelse voter tteten ete retstere seers tarcusterste Be tauatedfeteneispste Hotes euaveu ate tatetetct oeRCr ietsa wen Teares 116,665,207 
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STATEMENT OF SPECIAL ACCOUNT TRANSACTIONS 


PUBLIC ACCOUNTS, 1988-89 


FOR THE YEAR ENDED JULY 31, 1988 EXHIBIT X 
$ $ 
Balancefof, specialtAccountiasiat July SilealOSs7 yarreycneyeeter perecters) sterol) ctocoke etsa cer abel elel-teiode Reker ee seer asses Reto ee teed telegerate ae oe 7,125,079 
Transfer to Special Account authorized by Order-in-Council P.C. 1988-1486 from the following: 
LO8OFWheat PaymentiAccOunt <7 sceMeeP NNO are «cc -cR eae tose erays coe Meta cMel Mattes le cp ssaccierelete ete wohl etataneys lose shanti ta shawnee cre etetersle 944,630 
1980 Durum,PaymentyACCOUNt ia acmnratys airs « Sees eles cis/sth esis eters cherevein ree ene olerci stone nis, OKO eaUSES Ciemenme pe eog ions ore aekehckegelawatene ate 39.779 
1980) Oats: Pay mentyACCOUNtH. c..mratasette Tete es-) c's. 2ye..5 ePeNo alo ie sieyouesoas MTOMRATT co celets ole omen rentharalce as aatstetelen ote eile bele eteketed eke saatere (13,461) 
1980) Barley, Payment Accounts emer ei Pfovess:s set so ayaces uate Ge helene tele tens Wieiece oeke atone ae ep aetaalie tee sav Lo iche eto ence ecb et 462,910 
LO8O0 DesisnatediBanley Pay mente ACCoun tte jeer i. a eee maee ne eevee toile ea atiotete od otote horn = ee lor et Cebne ar Mees ota tela lett eeccaey oe 184,602 
1O80iBarley, AdjustinmentBayment Account re sai c.ne = uc oes mie otis Aue cars oisue se sisal acayauekevone tahehateaeusietoletone 6:6) 4ioieSvels «| ogeusloistene euats 121 1,618,581 
8,743,660 
Expenditures 
Unexpended Authorized Unexpended Expended 
Authorized by as at Crop Year as at Crop Year 
Order-in-Council N® Description of Purpose July 31, 1987 1987-88 July 31, 1988 1987-88 
$ $ $ $ 
P.C.1988-1017 Market Developmentraanimacranenrare earns 191,263 250,000 
|X PAIS RSE ara RNASE male es caw A ARR Sts tr lest Pr Me 300,000 191,083 550,180 
P.C.1988-1488 Scholarship and Assistantship 
Program iimoe: saan aera eras Sar teeter a esol 37,330 267,670 41,735 263,265 
P.C. 1988-263 General Promotion and Overseas Advertising .. 455,787 250,000 2 705,785 
P.C.1987-2591 Forks:Nationali Historic bark jem nee see 50,000 50,000 , 
P.C.1987-1122 Canadian International Grains Institute— 
Capital xpenditures sank tite ee iene 123,984 86,591 37,393 
P.C.1986-1058 Prairie Grain Advance Payment Act— 
Administrations caccisines sane teins savas 1,000,000 1,000,000 
P.C.1984-2690 Customer Mission Program)... .aste ss ee © 223,759 24,804 198,955 
P.C.1983-2003 Joint Policy Coordinating Committee 
of Canada United States Wheat 
Producersweeycerptar succes a et ee ees 88,133 88,133 
2,120,256 1,117,670 482,348 2,755,578 
5,988,082 
Less} payments to;producersrasainst old paymientraccOuntsia arts arate ctetericr eventos cle hel cvev evel or eyeyerecele = ol uciayctciencncie i iwicyeralarsystersisisieisierer reir aneneren is erate apa eees 1559 
Balance of Special -Account-asiat. July 3D U988! rican crace ocessveen erate a csevers (ole ssi avers oye acelas are se Neh Gees MLSR ae Mat Teoh eee sty ceyeus ees aA revnte Ls 5) a ence i peters neers 5,986,523 


As at July 31, 1988, there were unexpended authorizations totalling $482,348 leaving an unexpended balance of $5,504,175 in the Account. 
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PUBLIC ACCOUNTS, 1988-89 
THE CANADIAN WHEAT BOARD—Continued 


FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS 


The Financial Statements of the Canadian Wheat Board including 
notes thereto for the crop year under review are presented in this 
section of the report. These statements consist of the Balance Sheet 
(Exhibit I), which sets forth the financial position of the Board as 
at July 31, 1988, together with other statements (Exhibits II to X) 


showing the results of Board operations for the year. 


The practice of the Board is to include in its accounts at July 31, 
the final operating results of pool accounts when marketing oper- 
ations have been completed before the issuance of the annual report. 
Operations on the 1987—88 Pool Accounts for wheat, amber durum 
wheat, oats, designated oats, barley and designated barley were 
completed on September 30, 1988. Details of the final operating 
results of these pool accounts with commentary thereon are 
presented in this section of the report. 


Although the basic measurement for grain has been the "tonne" 
since February 1, 1978, for your information a tonne equals 
36.74371 bushels of wheat, 64.84183 bushels of oats or 45.92963 
bushels of barley. 


Pool account— Wheat 


Initial payments 


At the beginning of the crop year the Board was authorized to 
purchase wheat from producers at a fixed initial price of $110.00 
per tonne for No. 1 Canada Western Red Spring. Effective April 18, 
1988, the initial price for No. | Canada Western Red Spring was 
increased to $120.00 per tonne. 
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Supplies of wheat 


Supplies of wheat in the 1987-88 Pool were 16,103,701 tonnes, 
comprised of 15,476,040 tonnes delivered by producers, 63,218 
tonnes acquired from other than producers and 564,443 tonnes 
purchased from the previous pool. 


Grade pattern 


Deliveries of grain to the 1987-88 Pool Account were of signifi- 
cantly better quality compared with receipts in the previous pool. 
Deliveries of Nos. 1 and 2 Canada Western Red Spring totalled 
11.594 million tonnes or 74.92 per cent of total receipts, while No. 
3 Canada Western Red Spring receipts of 3.163 million tonnes 
amounted to 20.44 per cent of total receipts. Deliveries of utility 
grades including Canada Western Feed amounted to .720 million 
tonnes or 4.64 per cent of total producer deliveries. Approximately 
.82 per cent of producer deliveries graded tough while .02 per cent 
graded damp compared to 6.03 per cent grading tough and .24 per 
cent grading damp in the previous year. 


Final statement of operations and surplus for distribution to 
producers—Wheat—Table A 


Marketing operations on the Pool Account for wheat resulted in 
an operating surplus of $244,988,680. After allowing for the cost 
of issuing the final payment and adding estimated interest earnings 
subsequent to September 30, 1988, the net surplus for distribution 
to producers amounted to $251,666,759. This amount represents an 
average of $16.262 on producer deliveries of 15,476,040 tonnes. 
Table B shows the total price realized by producers for No. 1 CW 
Red Spring at $134.019 compared to $130.00 for the previous pool. 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION 


TO PRODUCERS ON THE 1987-88 POOL ACCOUNT—WHEAT 
FOR THE PERIOD AUGUST 1, 1987 TO SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) 


TABLE A 


Deduct Operating Costs 
Carrying charges 


(QT Ta RS CAG cy a cee Se Oe eee eA eG oO ORES OM Ea One oe otra 


Terminal storage 


WotaliGamyin go Charsesxresyaseriytseiite tee tte Perio evcietele ol-fete Ventless 

Bank interest and net interest on other Board accounts ............-000eeeee eee 
SMUT ALE gases}. Bid Ales Riale Sare fh dd ebiie ce pony ctacgcasbe eared ntadulete ches Gree eda e.e 
Exdcitionalfreight— Tosterminals: a.t4. eeiant. «bite a useiseisiperelt mia ror ereletetss 3. 
—— relent rate; Change eee ets iter ie rstehektl sheds keys etep-u-}-cseeey ents eka oie 

EGUTTRETTUIR EC MeE Sone a Gone SenOR OOOO Ino doe and on nO Doc acenNOe sO ooNE 


Drying 


Interest and depreciation on Wheat Board hopper cars ...........----eeeeeeeeees 
SVD CAtLB Oar d ag MINIStraliVe. EXPENSES eo are spaeh e:citia, ous ou tenoy do epeters ot-koactadeaskevedassl-\> 


otal Operatin a: Costs tek vo febae trier a cbalPateke “arene iale vesbekataretat fer ope raleiele «ox 


Burp iiston Operationsitre sic tec ener eae eee eee ake ecerele are ceta Mosalete etottal Shales ove 


Add: interest earned after September 30 (1986-87 October 31)..............0005 
Beductrcostohissuingainal payment emai lasimmececeie ka itecto erick: 


Surplus for Distribution to Producers 


1987-88 Pool Account 1986-87 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
MAGS oe 15,476,040 tonnes 18,555,981 tonne 
$ $ $ $ 

va hRe eer 2,059,496,820 133.076 2,257,843,835 121.677 
+a eae 1,744,509,029 112.723 2,150,584,269 115.897 
Bee Ao or 314,987,791 20.353 107,259,566 5.780 
«a eee 37,105,198 2.398 49,772,667 2.682 
ow MRA AS 16,037,805 1.036 16,582,309 0.894 
aia Seoteenee 53,143,003 3.434 66,354,976 3.576 
sca Ra (17,785,610) (1.149) (6,375,164) (0.344) 
3 Soe (265,409) (0.017) 1,770,643 0.095 
ieee 10,542,410 0.681 8,749,488 0.472 
Me aaa Ne (1,513,861) (0.098) 825,363 0.045 
Pee clare tee 1,080,148 0.070 (99,389) (0.005) 
od eee 52,664 0.003 3,724,128 0.201 
ee SA pa 4,737,960 0.306 7,150,182 0.385 
i OS ss 20,007,806 1.293 17,130,832 0.923 
Pt otsa tees 69,999,111 4.523 99,231,059 5.348 
cere ner cre 244,988 680 15.830 8,028,507 0.432 
oo Se ete 6,814,351 0.440 132,913 0.007 
er Ane A 136,272 0.008 42,447 0.002 
sree AeA oi 251,666,759 16.262 8,118,973 0.437 
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PUBLIC ACCOUNTS, 1988-89 


FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS —Continued 


PAYMENTS RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF WHEAT 


BASIS IN STORE THUNDER BAY OR VANCOUVER 


Grade 


Red Spring Wheat Grades 


INGOs EEE EY WEOMMUIRCG OS yee. sosibaco dob odasecacubasasadboncadsba0800 
INOS iC anadauw ester Reds pring lon alii decereren es alerted aL tatel lak sete oth aegis ie 
Now2iCanadasWestetn Red! Spring: ir a1 pager pyc ci pao iaaael hal ee ce 
INOW CanadanwWestetnyRegis prin OMS tol nim eer teeta tote iether skate tace 
INO Ns i@anadaawestenmi Red iS prin Org ertee sive torrente ike eeilela ote narcnsrensierote tte 
INO mle CanadaMWVesterniu WILGY: ge ntaterseped ene ruslcyen suet nett totaies Nera ee atsvessncre staiotatcnstotar’ 
Nos 2 Ganadauwesterm Utility: sarees cusvcvare aystsyosusueceus sia sort <reuras.sudiove aoe i306 silt (ores 
Now lf GanadalPrainie’S pring). s:.srscc sxersetera) sus srtreys se cversye acess piece craseiere, stais Sreanaere ai 
Now2) Canada: Prainie’S prin Sc sites secs aes an cic cree exesero) eve eet clea: sieve eereuarn stale 
CanadalWestem! Reed! ci... svete tema ractaleyre srarevomeehs ei cuae-shelore-o te airs eioce sre cieree as 


Red Winter Wheat Grades 


Nowi' Canada Western Red: Wintetikpocrr Sircroratorarsecdsuure.crtetnsaxes seanernyeteto Ryo alec 
INov2\Ganada Western Red Wintericnarciae 0.2 «cde niet tert beacarsp etd siereeaiaebenatata«. <> 


Soft White Spring Wheat Grades 


INowli Canada) Westen Soft white spring. cian feeder arine zines ae ete ae 
Now2i Canada Westerns ofte Whites pring \eyectte etter ttle or nae oneal tore) o er 


Operating costs 


Operating costs incurred applicable to the pool were $69,999,111 
or $4.523 per tonne. Details of the principal costs and comment 
thereon follows: 


Carrying charges—$53, 143,003 


Total carrying charges incurred by the Board, including storage 
and interest charges on wheat in country elevators and storage on 
wheat in terminal elevators, amounted to $53,143,003 or $3.434 per 
tonne. 


Bank interest and net interest on other Board accounts— ($17,785,610) 


This amount consists mainly of bank interest and interest paid to, 
or received from, other Board accounts. Interest earned exceeded 
interest paid by $17,785,610 or $1.149 per tonne. 


Additional freight—To Terminals—$10,542,410—Freight rate change 
($1,513,861) 


During the crop year the Board paid $10,542,410 of additional 
freight arising out of the movement of grain in adverse direction. 


With the abolition of the Crows Nest Pass freight rate on Decem- 
ber 31, 1983, freight rates are reviewed annually under the Western 
Grain Transportation Act. On August 1, 1988, freight rates in- 
creased by anet amount of approximately $.75 per tonne. Normally 
this increase in rates would result in the Board paying additional 
freight on its country stocks. However, since the Board’s country 
stocks were over-delivered as at July 31, 1988, the increase in rates 
resulted in the Board collecting the additional freight on its over- 
delivered position. 


Drying charges—$52,664 
Drying charges for 1987—88 totalled $52,664, a very significant 
decrease from the previous year, reflecting the substantially lower 


quantities of tough and damp grain delivered to the pool under 
review. 


Interest and depreciation on Wheat Board hopper cars—$4,737,960 


Costs for the use of the Board’s 2,000 hopper cars include depre- 
ciation and interest. Hopper car expenses attributable to the 
1987—88 Wheat Account totalled $4,737,960 compared to 
$7,150,182 for the previous pool. 


TABLE B 
Initial Final 
payments payments Total 
(dollars per tonne) 

i iets: Lee ae ae) 120.00 14.019 134.019 

5.0 AS Bie ays Seattle ae centers 122.21 19.596 141.806 

srecarovans ordaudes othe daebiehere 5 114.21 13.661 127.871 

aleaad eonioaickers doeats sete a 115.21 18.809 134.019 

SHO Od SOO OTE TS 100.21 15.571 115.781 

Pe Nea ae Roan oe: 99.21 25.661 124.871 
cect «REM tg ol os AS 87.21 18.661 LO5:871 
ee TO ee are ATOR rene 90.21 25.571 iS: 73il 

RMT TRO Oh een ee 86.21 27.571 113.781 

LA Rear co rato ME ROMS 80.00 13.731 93.731 

ROPE AOD SRC TO A ROCIO AIOE 99.21 16.571 115.781 
aN PR 5 1 roils ane sR 97.21 16.571 113.781 ae 
PNG Meneses 100.00 16.781 116.781 | 
ee ee ee She 97.00 18.781 115.781 | 
| 

Pool account—Amber Durum Wheat 


Initial payments 

At the beginning of the crop year the Board was authorized to . 
purchase Amber Durum Wheat from producers at a fixed initial 
price of $110.00 per tonne for No. 1 Canada Western Amber Durum | 
Wheat. Effective April 18, 1988, the initial price for No. 1 Canada | f 
Western Amber Durum was increased to $125.00 per tonne. 
Supplies of Amber Durum Wheat | 

Supplies of amber durum wheat in the 1987-88 Pool were | 
3,344,639 tonnes, comprised of 2,708,407 tonnes delivered by pro- | 
ducers, 15,104 tonnes acquired from other than producers and | 
621,128 tonnes purchased from the previous pool. | 


Grade pattern 


Receipts of Nos. 1, 2 and 3 Canada Western Amber Durum 
totalled 2.458 million tonnes or 90.74 per cent of total producer | 
deliveries. Approximately 1.46 per cent of producer deliveries | 
graded tough while .10 per cent graded damp. 


Final statement of operations and surplus for distribution to 
producers—Amber Durum Wheat—Table C 


Table C shows the operating results of the Pool Account for the | 
crop year. Marketing operations resulted in a surplus of. 
$104,400,100. Operating expenses totalled $14,167,024 for the year! 
or $5.231 per tonne. The principal cost was carrying charges 
amounting to $11,834,197 or $4.370 per tonne. After allowing for 
the cost of issuing the final payment and estimated interest earnings 
subsequent to September 30, 1988, the net surplus for distribution 
to producers was $107,271,961. This amount represents an overall 
average of $39.607 per tonne on producer deliveries of 2,708,407 
tonnes. Table D shows the total payment received by producers for 
the principal grades of Amber Durum Wheat delivered during the} 
crop year. This table shows the total price realized by producers for 
No. | Canada Western Amber Durum Wheat of $169.359 per tonne, 
compared to $150.204 per tonne for the previous pool. 
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FINANCIAL RESULTS AND NOTES TO FINANCIAL STATEMENTS —Continued 


STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 


ON THE 1987-88 POOL ACCOUNT—AMBER DURUM WHEAT 
FOR THE PERIOD AUGUST 1, 1987 TO SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) 


Deduct Operating Costs 
Carrying charges 


WOUNtry Clevators rackets asicisyccoichs re aretealwreve)e aceice w PER NsP et avers «colove(osby'sterererencanerarat 
Rerminal'storagewmnertescrc on cel nites > cic sain tie Sree ie cic eater eerae 


Motall Carnyin Si @hargesyas crc oyortete ee ccs okeleh ares ett Pe totAN Ra eWal'n ecto andre) stax atiel et cE or « 
AEULCTCS Game 121 ork 0 sists) AEN LER MCRONGE Une veka te coMeRe ters. onvs, cy anolacaMeRP ET Sees cbs a aco aie Wanstevn eh sha s 
YSMULTA LE: ony. scl siete te Meter ev cies eisraistnee aia Gi yea iafsisiatanase Mase, 4 aa, \eacery ax ReNeuohen abet 
Adaitionallireight—Tolterminalsiva1n wteiae ss ooo lca re aes So es aaveaeaas 

—-Brelsititate: Chan estat, « acai eyeictrePePevNs ote antici are cue foray vk oeek syenahe 
Randlingiand Stop-Ollmegen.ea ces arereieyve emerteneye ay ceredsy cia ahsystersyeva ain o/h) sav eneye af ales aiexter ae 
PTV ITI Meee arer aes h Ree RS Peacacialin che eck SHORTS UM ore, 80s.) e. eve erat MER eee aes azave ave eesib ai atare © 
Interest and depreciation on Wheat Board hopper cars ............ 0.00 eee eee eee 
MyiieatiB Oardradinimnis tra tiv ete XPenses semterte enya cry itateneta eo eetricei cies elel eeteater al sver ats 


sotalk Operating Costs prerene csc ccc eter hs cial ¢ wicietencaie tee ideas Glereiela @ ean wietaies 


SUT MISPONy CPELALLOM SAR terse casa den steht es oes itc) sw cikes age MEME caters olan Seitytallel et ahie 
Add: interest earned after September 30 (1986-87 October 31) ................0-. 
Deducticosthofisspinoaiinal/ payments eanah i cis cisely siereteepe ys erercrarerel tere are eres 


Surplisiof DistributiontoProducers: hh «os ace Hemme ieee 6 esis wees wae os 


TABLE C 


1987-88 Pool Account 


Rate per 
Amount tonne 


1986-87 Pool Account 


Rate per 
Amount tonne 


2,708,407 tonnes 2,865,836 tonnes 


$ $ $ $ 
Aa sea eRoyons 439,928,513 162.431 407,204,103 142.089 
sheaves heear 321,361,389 118.653 343,855,111 119.984 
poeencuteer ee 118,567,124 43.778 63,348,992 22.105 
SOO nS DHS 9,140,017 39375 9,493,349 B:313 
aera ote 2,694,180 0.995 4,496,472 1.569 
St tateacer ats 11,834,197 4.370 13,989,821 4.882 
ey totes Aor (1,452,155) (0.536) (570,302) (0.199) 
SobReo oH (925,436) (0.342) 839,952 0.293 
se denen 493,233 0.182 332,687 0.116 
var Wanenor sks (116,671) (0.043) 234,532 0.082 
ADOSER OOS 2,262 0.001 (145,302) (0.051) 
Geoiocnonk 926 168,588 0.059 
hel oheh aust chort 829,173 0.306 1,104,293 0.385 
Snersenceoye 3,501,495 1293 2,645,732 0.923 
erst ests 14,167,024 5.231 18,600,001 6.490 
Tomtecoee 104,400,100 38.547 44,748,991 15.615 
Be oereholofezors 2,903,885 1.072 740,827 0.258 
CIOOOOERS 32,024 0.012 40,836 0.014 
ROH RN SoC 107,271,961 39.607 45,448,982 15.859 


PAYMENTS RECEIVED BY PRODUCERS FOR 
PRINCIPAL GRADES OF AMBER DURUM WHEAT 
BASIS IN STORE THUNDER BAY OR 


VANCOUVER TABLE D 


Initial Final 
Grade payments payments Total 


(dollars per tonne) 
Amber Durum Wheat Grades 


No. | Canada Western Amber Durum ...... . 125.00 44.359 169.359 
No. 2 Canada Western Amber Durum ...... . 122.00 42.210 164.210 
No. 3 Canada Western Amber Durum ...... . 120.00 39.068 159.068 
No. 4 Canada Western Amber Durum ...... . 95.00 32.472 127.472 
No. 5 Canada Western Amber Durum ...... peers 00) 8.732 93.732 


Pool account—Oats 


Commencing August 1, 1981, as authorized by Order-in-Council, 
oats selected and accepted from producers for use in processing and 
milling for human consumption, has been set up in a separate pool 
under the caption "Designated Oats". As a result, the transactions 
described here consist mainly of marketing results related to feed- 
ing grades of oats. 


Initial payments 


At the beginning of the crop year the Board was authorized to 
purchase oats from producers at a fixed initial price of $55.00 per 
tonne for No. | Feed Oats. The initial price was increased to $80.00 
per tonne on October 23, 1987, and once again on April 18, 1988, 
to $90.00 per tonne. 


Supplies and Grade pattern 


Supplies in the regular Feed Oats Pool were 326,803 tonnes, 
comprised of 256,132 tonnes delivered by producers, 386 tonnes 
acquired from other than producers and 70,285 tonnes purchased 
from the previous pool. Deliveries of Nos. 1 and 2 Canada Western 
Oats comprised 1.18 per cent of producer deliveries with feeding 
grades constituting the remaining 98.82 per cent of total receipts. 
Board receipts of tough and damp oats made up .39 per cent of 
deliveries. 


Final statement of operations and surplus for distribution to 
producers—Oats—Table E 


Table E shows the operating results of the Pool Account for the 
1987-88 crop year. Marketing operations resulted in a surplus of 
$8,544,443. Operating expenses totalled $1,731,528 or $6.760 per 
tonne. The principal cost was carrying charges amounting to 
$1,141,536 or $4.457 per tonne. After allowing for the cost of 
issuing the final payment and estimated interest earnings sub- 
sequent to September 30, 1988, the net surplus for distribution to 
producers was $8,773,703 which represents an overall average of 
$34.255 per tonne on producer deliveries of 256,132 tonnes. Table 
F shows the total payment received by producers for the principal 
grades of oats delivered during the crop year. 
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Receiptsitromiproducersimces eiasryeP cierto ener ars a ekerevroteica i stel repas 


Salesivaluctnry cea wate ratte stone slate rah Metal cieresaratcne bchapema Retme chs romney ctereres crea ena 
Initralipay ment to producersimmn- 1.0 sotto cttetctsetersretsie eenetale hare tokete or ehecerener tars enoverere 


GTOSSESUTPIUS 7 eeecalera deat sertr ts tants cre: 0 eM eudtetsca lover e, soln ccPabeboe YMsPe te tellero. or veioyapeyerevoveitens 


Deduct Operating Costs 
Carrying charges 


COUNIYVICLEV ALOT ot Mates es cas czas deters veuMoveveva [oles acre rouotamtoMeNe oy lors /onet Sosy ePononaneKoasle 
Merminalistorages armies oss och tenis viele cas co ettebate stone oil oleiaivecrateparere. 6 


MotalCarryin'e Charges: han a st tery ere merle utero tanee a seer tea ren srenel svaley er cu 
IIE? ele wbinn cca ond OO OM WOOTEN o,6,40/0 Fbaonind- oo bec oc.4o05 DonaDaseormomen.s 
IDEMUTEAL EN cesce ts cree eee re ass aco ors EMR Shale ustedes Aner P epee eto orehsyetss saciol ov aye shanens 
Additional freight—=Torterminalss. cir tae temetate cio eettiee shel viel) ciel oie ehatschersi one 

——Preiphtirate Changes sampler. spa seta heer ieiei es ict eleiels loves acreisasi aie 
Handling and: stop=offipiaerstocrs sci lom en net die cyoiss ori heteaens orotch ov shaxsy fenaseksie sh onasts 
Dryin ehcharges: cre premeeeenset fe cas leecad dye eealonaeficne atae ee ene oR isda uh acheter Saper<actecs 
Interest and depreciation on Wheat Board hopper cars ...........00eeeeeeeeeees 
Wheat. Board administrativerexpenses (erie. comets teen teats cietelal siateae cea steierernie 


TotallOperating: Costs tteprsnicis co oetoneiers. ac ehaete seste Rebate Site oe chine, Sreneiateetenteae: Sra. 


Surpluszon’ Operations wry epee. oss « «ethene ctanate, «un ded Kobe RAM! stale Catan ar aliakadatscaians 
Add: interest earned after September 30 (1986-87 October 31) ...............2005 
Deducthcost ofussuing minal payment entire setae Parte Pk sielaia ari ari yey stash 


SurplusfonDisiributionstoyProducers (eerie ete ieee cai etiarors as 


PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF OATS 


BASIS IN STORE THUNDER BAY OR VANCOUVER 


Grade 


Oats Grades 


Nor GanadaiWestertt) sri vnd crite ce ae Oe eR ARE ee ES Fol 
Now?) Canada, Western: 3.4 a ded: foci reve Po cre ts Pee ae os 
ExtrayNosltReed } seicuccert ay tbove ade veers erat cor aie aah Pe Ete os 
INO FIRE OG is ucsrcy ste ¥iconeens ego bcos a nds eekeupan Shor ae Stee ak eT OE es eine Si 
In oly PAW Ny 7s Pe rote Acheter s ant om sigur vont toys fans Boxe caheg ahah al axoie iea shat Ciel Noonan rane ttanes «cs fs 


Pool account—Designated Oats 


Commencing on August 1, 1981, as authorized by Order-in-Coun- 
cil, oats selected and accepted from producers for use in processing 
and milling for human consumption, has been set up in a separate 
account. This account has been labeled "Designated Oats" and the 
results of operations on this account with comment thereon are 
contained in this section of the report. 


Initial payments 


At the beginning of the crop year the Board was authorized to 
purchase designated oats from producers at fixed initial prices of 
$100.00 and $98.00 per tonne for Nos. 1 and 2 Canada Western Oats 
respectively and $94.00 per tonne for No. | Feed Oats. Initial prices 
were increased on October 26, 1987, to $125.00 and $123.00 per 
tonne for Nos. | and 2 Canada Western Oats respectively and 
$119.00 per tonne for No. 1 Feed Oats. 


TABLE E 
1987-88 Pool Account 1986-87 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
5 Meerarst ae 256,132 tonnes 254,144 tonnes 
$ $ $ $ 
Some Seleteroe 33,376,896 130.311 25,404,669 99.962 | 
ous tras 23,100,925 90.191 18,936,141 74.510 | 
Roya sostinins 10,275,971 40.120 6,468,528 25.452 | 
| 
eeigsrer rene $39,261 2.105 696,193 2.739 : 
Sepals. g us 602,275 2352 589,322 2.319 
Seager: 1,141,536 4.457 1,285,515 5.058 | 
SES eR (149,220) (0.583) (59,352) (0.233) 
Pu nae ag? 47,455 0.185 (6,196) (0.024) 
Statnantancs 272,321 1.063 243,254 0.957 
PASTE (2,263) (0.009) 17,779 0.070 
Spalageucsterhe 1,023 0.004 
Pas REO LE 4,133 0.016 12,903 0.051 
Be tec 85,409 0.334 97,929 0.385 
BPs eed) 331,134 1.293 234,625 0.923 | 
{ 
Searels Pe) Pays: 6.760 1,826,457 7.187 : 
or aeRaatceat neds 8,544,443 33.360 4,642,071 18.265 
a naiaNeraye at 237,663 0.928 76,850 0.302 
» Daa rage: 8,403 0.033 12,404 0.048 
Re oe 8,773,703 34.255 4,706,517 18.519 
TABLE F | 
Initial Final | 
payments payments Total 
(dollars per tonne) 
cin SAR RS OEE 96.00 40.538 136.538 | 
gb8e OR ee 94.00 40.538 134.538 
A SAN TERA goin es oe rN 8 92.00 36.038 128.038 
Aap ROR kok Sushi er eas 90.00 34.038 124.038 | 
Sree NRGL ATS se lose fepaxcad oe OG 85.90 25.638 111538 


Supplies and grade pattern 


Supplies of oats in the Designated Pool were 76,321 tonnes 
representing deliveries to the Board by producers during the crop 
year of oats which were selected and accepted by purchasers for use 
in processing and milling for human consumption. Receipts of Nos. 
1 and 2 Canada Western Oats totalled 39,334 tonnes or 51.54 per 
cent of total deliveries. Feeding grades totalled 36,987 tonnes or 
48.46 per cent of total receipts. 
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Final statement of operations and surplus for distribution to 
producers—Designated Oats—Table G 


Table G shows the operating results of this Poo! Account for the 
crop year. Marketing operations resulted in a surplus of $1,165,968. 
_As to operating costs, it should be noted that the Designated Oats 
Pool, by its very nature does not incur the handling expenses 
normally related to feeding grades of oats. It is not stored by the 
Board, being selected by the purchaser and shipped at his request 
from farm to processing plant via the country elevator. As a result, 
the only expenses attributable to such oats were costs related to 


STATEMENT OF OPERATIONS AND SURPLUS FOR 
DISTRIBUTION TO PRODUCERS 

ON THE 1987-88 POOL ACCOUNT—DESIGNATED OATS 

FOR THE PERIOD AUGUST 1, 1987 TO SEPTEMBER 30, 1988 
(with prior year figures for the 1986-87 Pool Account for comparison) 


hopper cars owned by the Wheat Board and administrative charges 
totalling $124,120 or $1.627 per tonne. These expenses were re- 
duced by interest earnings of $86,990 or $1.140 per tonne on the 
accumulating surplus in the pool. After providing for the cost of 
issuing the final payment and adding estimated interest earnings 
subsequent to September 30, 1988, the net surplus for distribution 
to producers was $1,197,264 or $15.687 per tonne on producer 
deliveries of 76,321 tonnes. Table H shows the total payments 
received by producers for the principal grades of designated oats 
delivered during the crop year. 


RECEIPES LOMIPFOGUCE Ss we tayet trey: Meters ah) acorn cists rancher Gusncneusis oleravle ero ne Sere es 


SALE SAVALUIC: Loartea nneteokers eral Poles rualens Grobe da tets, oc vrs vorinia “gw Mleedaseen Sia: oye ale lorerens vases Guava Sig ieie 
InitralspayMents tOrproducersarn. seater cereale ctrl 1c ee ee ocransieres wrereies 


ATOSSEOLILPIUS gee aaa mne eter rene ee wok bets oxsnetege Sick Orede Cae ake omeher sp shaved oalcheacda canoe area oe tae 


Deduct Operating Costs 


Riferest and anki Charvess reas at. < uae tucts, cas ce clensl <n ese carat el sacs aicicsepe ial Sielirevelcers 
Interest and depreciation on Wheat Board hopper cars ...........0 0000s ee eee 
IW heat: BoardiadiministrativelexPenses meimiieie ei eerie ciate recite cise cilia ores 


otal Operating: Costs Os. tea ctor tet cis 0:9 sie aie oleae s siete elise eveusisiorcp ie cae ane 


SUT pIUSiOMMOPera ONS ec -ross) oper. vctaleroret svete oiererore ceisler Ca baeeset ne ee iaven cas Vee lessecetctedeicts 
Add: interest earned after September 30 (1986-87 October 31) .............0 200 eee 
Peductcostiomissuingtinal payment. scyasicnetrte ace creed eactne Mean wee pec mee 


SorplUsifon Distribution to Producers, cj. /aece avsueoverel aie a's aystesyereretel acre cleleiele eas eenevetey 


PAYMENTS RECEIVED BY PRODUCERS FOR 

PRINCIPAL GRADES OF DESIGNATED OATS 

BASIS IN STORE THUNDER BAY OR 

VANCOUVER TABLE H 


Initial Final 
Grade payments payments Total 


(dollars per tonne) 


Oats Grades 
Now GanadatWesternisea. ascioe se oes elon . 125.00 18.593 143.593 
Nom Canadaswestern’..c ccc. ccc ecco toe « 123300 18.593 141.593 
Extra\NowmltReedaate seco nc ements el 2 OOP S707") 136:707 
Now) Feedtiath. 20. 4a; Shee ewes teres . 119.00 12.093 131.093 


Pool account—Barley 


Since August 1, 1975, as authorized by Order-in-Council, barley 
selected and accepted from producers for use in malting, pot or 
pearling, has been set up in a separate pool under the caption 
"Designated Barley". As a result, the transactions remaining in the 
Barley Pool Account described here consist mainly of marketing 
results related to feeding grades of barley. 


TABLE G 
1987-88 Pool Account 1986-87 Pool Account 
Rate per Rate per 
Amount tonne Amount tonne 
MRT 76,321 tonnes 55,386 tonnes 
$ $ $ $ 
sve ena lors 10,464,244 137.108 7,178,918 129.617 
meena tt 9,261,146 121.344 7,037,675 127.067 
ee 1,203,098 15.764 141,243 2.550 
Linde Re toes (86,990) (1.140) (27,400) (0.494) 
Scirenrt ai 25,450 0.334 21,342 0.385 
Naaiteras 98,670 1.293 SIeI3S2 0.923 
Aiea e Face 37,130 0.487 45,074 0.814 
bed bases 1,165,968 15.277 96,169 1.736 
nike test 32,431 0.425 1,592 0.029 
RASES..3 135 0.015 1,309 0.023 
heveparsr ate 1,197,264 15.687 96,452 1.742 


Initial payments 


At the beginning of the crop year the Board was authorized to 
purchase barley from producers at fixed initial prices of $60.00 and 
$57.00 per tonne for Nos. 1 and 2 Canada Western Barley respec- 
tively. Effective April 18, 1988, the initial prices for Nos. | and 2 
Canada Western Barley were increased to $65.00 and $62.00 respec- 
tively. 


Supplies and grade pattern 


Supplies in the regular Feed Barley pool were 2,259,557 tonnes 
comprised of 2,224,961 tonnes delivered by producers and 34,596 
tonnes acquired from other than producers. Deliveries of Nos. 1 and 
2 Canada Western Barley comprised 99.95 per cent of the producer 
deliveries in the pool. Board receipts of tough and damp barley 
made up .77 per cent of deliveries. 


Final statement of operations and surplus for distribution to produ- 
cers—Barley—Table I 


Table I shows the operating results of the Pool Account for the 
crop year. Marketing operations resulted in a surplus of 
$19,805,777. Operating expenses totalled $5,758,355 for the year 
or $2.588 per tonne. The principal cost was carrying charges 
amounting to $1,919,180 or $.863 per tonne. After allowing for the 
cost of issuing the final payment and estimated interest earnings 
subsequent to September 30, 1988, the net surplus for distribution 
to producers was $20,317,836. This amount represents an overall 
average of $9.132 per tonne on producer deliveries of 2,224,961 
tonnes. Table J shows the total payment received by producers for 
the principal grades of Barley delivered during the crop year. 
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STATEMENT OF OPERATIONS AND SURPLUS FOR DISTRIBUTION TO PRODUCERS 
ON THE 1987-88 POOL ACCOUNT—BARLEY 
FOR THE PERIOD AUGUST 1, 1987 TO SEPTEMBER 30, 1988 


(with prior year figures for the 1986-87 Pool Account for comparison) TABLE I 


1987-88 Pool Account 1986-87 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
Receipts iomuploducets mimi aetna aki hada yet ee ee een sca krone eee 2,224,961 tonnes 5,428,259 tonnes 
$ $ $ $ 
Salesival WC x arepeyre svat emteuecietete tors lefere isis oransite ious: octets operate Paetons rotep caavey ea ster RRM RC Rayat st oceienetay see 169,959,254 76.388 362,974,021 66.867 
Initialipaymentsitoyprod UCeMSiees secre essere eerie eer r cue tareonens here rre icrenen errr r 144,395,122 64.898 431,547,562 79.500 
Grossisurplusi(Deficit) te acrissc crsvciis «kiegs heats escarsieretese sual ose simieaeoe arene terre ame oes ae teres 25,564,132 11.490 (68,573,541) (12.633) 
Deduct Operating Costs 
Carrying charges 
(COUGHS EES Adon mune cor CROC Armee 40 cnmins COMO AE MOO MEDIO AD Oi Gino dulte. 6 639,467 0.288 8,767,644 1.615 
TRATIONS not cosa cldbS Pou O10 HIN oS UH OOOOUTO COON GO SO oOo DOO ao Doma Dn TIS! 0.575 1,725,059 0.318 
Motali@arrying Charges soc occ wer egsse tree eee A eto eae des eens ime otcTatat se ore 1,919,180 0.863 10,492,703 1.933 
TTECLES ete tee ns reecsyricl ns Nhs sce th se ors wi atin is RR MOR ls milous Caterer aves Cra vanscs de epetgans eceeereeAne Nayere Siem eter (2,940,186) e322) 3,365,236 0.620 
DP) YUTT ADE ae atoscs este ah PPO NRTA 0 aids eo als POON Hoch Eines ceca MATRA eset sea SHC aoc aca) oh crleke oot 2,678,089 1.204 448,507 0.083 
Additionalttrel sht—slosterminals crc erie ciel epee ese te toner iekene riences srr ete pae re 864,102 0.388 986,917 0.182 
—Freight rate chan 2eSi-vxecnmrsctmaretersne ec eT VSS 5: eG a oO ore sis AS ys esse (359,295) (0.161) 212,161 0.039 
Handling and'stop-Oft: seats, = sic-vaiccntireie Messe ccrstyoietei eee tc oc evenatnscare stkoResr tare constancy euey 7,554 0.003 (BSP) (0.004) 
Divya Some e ccc als cc RS tote caso sia = AIRE R OER Ter etnve: «Sue eM ERM ie stencns nc re emetievs ue leila inet tae ers 31,258 0.014 1,383,103 0.255 
Interestandidepreciationton Wheat. Board NOppemCatsickereeit eerie elise creisieioks eee sete 681,168 0.306 2,091,673 0.385 
WiheatiBoard administra tiv e.exPenseSiarr-nis 1c isle cre) pepebent oleracea epee sore susie itoes 2,876,485 1.293 §,011,355 0.923 
Votali@peratin gs COstSay qeeneraarior seetR a Ioe eee iecteyl ona eis server ere siagelens aratsrenshs 5,758,355 2.588 23,970,343 4.416 
Surplus((Deficit)iont(@Operations: <a.aeetat arrcc ac cee rete tarieroteu thee erayRO nC RO eI heron itee 19,805,777 8.902 (92,543,884) (17.049) 
Addeimteresticamediattetmoepiem Deis Ulmer tela ieee meen vie ert eer $50,897 0.248 
Deductscostiofissuimsetinalipayment eee eee net etc eerice eee here ee 38,838 0.018 
Surplus:tor/DistribufionitoiProducersaeereee ee eee eee een ee ier eee ene ene rant 20,317,836 On32 
PAYMENT RECEIVED BY PRODUCERS FOR PRINCIPAL GRADES OF BARLEY 
BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE J 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 
Barley Grades 
Nol: Ganada"westerni? 8% Ged. a: atk BRR a ee Re ee Menta Sa oleic i ys Oe A Prone roche wractuares 65.00 9.082 74.082 
Nos 2,Canadai Westerns SOR, Be tee beak atl Mate eae ond Hats: PRGA ten Hh sf soap eesrurorevebencenyeroesnamtapng eateee 62.00 11.082 73.082 
Mixed: Grain' Canada! Western: Barley? Aah SR. Ca Rs Oh Totter meter Aneto erat os woes too, cpovncegs, sven sie etal en 52.45 9.082 61.532 


Pool account—Designated Barley 


As stated previously, since August 1, 1975, as authorized by 
Order-in-Council, barley selected and accepted from producers for 
use in malting, pot or pearling, has been set up in a separate pool 
account. This account has been labeled "Designated Barley" and the 
results of operations on this account with comment thereon are 
contained in this section of the report. 


Initial payments 


At the beginning of the crop year the Board was authorized to 
purchase Designated Barley from producers at a fixed initial price 
of $105.00 per tonne for Special Select Canada Western Six-Row 
and $115.00 per tonne for Special Select Canada Western Two-Row. 
Effective April 18, 1988, the initial prices for Special Select Canada 
Western Six-Row and Special Select Canada Western Two-Row 
were increased to $125.00 and $135.00 per tonne respectively. 


Supplies and grade pattern 


Supplies of barley in the designated pool were 1,022,885 tonnes 
representing deliveries to the Board by producers during the crop 
year of barley which has been selected and accepted by purchasers 
for the use in malting, pot or pearling. Of these receipts 107,865 
tonnes or 10.53 per cent were Special Select grades and 794,429 
tonnes or 77.67 per cent were Select grades. Receipts of tough and 
damp grades totalled 12,877 tonnes or 1.26 per cent of total. 


Final statement of operations and surplus for distribution to produ- 
cers—Designated Barley—Table K 


Table K shows the operating results of this Pool Account for the 
crop year. Marketing operations resulted in a surplus of 
$20,044,845. As to operating costs, it should be noted that the 
Designated Barley Pool by its very nature does not incur the hand- 
ling expenses normally related to feeding grades of barley or other 
grains. It is not stored by the Board, being selected by the processor 
(buyer) from a producer’s sample and is shipped on buyer’s call 
directly from farm to processing plant via the country elevator. As 
a result the only expenses attributable to such barley were costs 
related to hopper cars owned by the Wheat Board, and administra- 
tive charges totalling $1,663,497 or $1.627 per tonne. These 
expenses were reduced by interest earnings and demurrage adjust- 
ments of $2,133,257 or $2.086 per tonne. After providing for the 
cost of issuing the final payment and adding estimated interest 
earnings subsequent to September 30, 1988, the net surplus for 
distribution to producers was $20,591,944 or $20.131 per tonne on 
producer deliveries of 1,022,885 tonnes. Table L shows the total 
payment received by producers for the principal grades of Desig- 
nated Barley delivered during the crop year. 
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TABLE K 


1987-88 Pool Account 1986-87 Pool Account 


Rate per Rate per 
Amount tonne Amount tonne 
RLECEIPESHITOM! PLOGUCEH Ste. ote Pate les ha aiittes crore aisles fe ere ereitn tee vise oa sae ed an enw 1,022,885 tonnes 1,035,883 tonnes 
$ $ $ $ 
SalesivialGiet Sree REALM bam ects cteth Sree ts Ne okebec yet ier ane OR dele on 5, esse ones e «wae os here 149,710,238 146.361 147,718,010 142.601 
Initial jpayments}tomprodUcers fie /aeioses oh devs coerce rectors IRM PACL ai < wie.ah «2 0 ee hoor 130,135,153 127.224 164,254,027 158.564 
GrossiSurplus; (Deficit) Marte ae wrens ay nie eae eae een ears a mene rhs sense Se noes ewan ete 19,575,085 LOM (16,536,017) (15.963) 
Deduct Operating Costs 
ENMCCTeS Cera meer ce Arete ny ree ee ec et Scone o etnes oTos EOP Reet tae ls, LoS or sad vooi wee Gs wis: sre sbaccoNtie oat (2,004,837) (1.960) (39,614) (0.037) 
TD EMUTTAR CMa eens hee Py tar Tae ns ee oa Me PL ae PEs Oost ofereae cael OCR G PD eA isis) o okameperoace ¢ (128,420) (0.126) 118,395 0.114 
iInterestfandidepreciation'on Wheat Board hopperncafs .-1-ce ose anes as eo arcususetene 341,086 0.334 399,157 0.385 
WW eateb oardradministha tivie.eX PenSesie mi tainar ie teenie tere it teeter eters yee eee 1,322,411 293 956,324 0.923 
MotalhO pera times OstSme wa. cade ercusyedecoiekss siete bat ot des keue tte etal ay Sadat s tay sagevarel cieises io Pre) os ROP (469,760) (0.459) 1,434,262 1.385 
Surplusy(Deficit onsOperatlonsaeweenst Maroey: wea eee ae ates ta ee seer tote Petes s eevereeievaxesa tere 20,044,845 19.596 (17,970,279) (17.348) 
PAduinterestkcamediaitemoepte berks race sae et eterna t kare tee etait eles ciciensiersrsisis ofelers + ope 557,547 0.545 
Deductacoshof isswinedinalipaymenterssa sa. ci meres wie cee che te deta w. ececece ere ae piers ays 10,448 0.010 
SurplusiomDistm button tosProducersue-wyrton. ro cyteese ste rere anieds ene list ey ayaa so oe Pel 20,591,944 20.131 
PAYMENTS RECEIVED BY PRODUCERS FOR 
PRINCIPAL GRADES OF DESIGNATED BARLEY 
BASIS IN STORE THUNDER BAY OR VANCOUVER TABLE L 
Initial Final 
Grade payments payments Total 
(dollars per tonne) 
Designated Barley Grades 
Special Select: Ganada\ Western) Two-ROW ii wrelotelatrstoen chetors yet deel hero eRe a cobs 6 ciel s sreclegeye Gun aise oun f Dselele Sic 135.00 16.668 151.668 
SpecialiSclech Canadas Westermoix- ROW tes seererdhe feb ele era ree rOGE Se os ote foie ine ett a eloiieieieyeie elavelews: sere oloib ¢ 125.00 20.668 145.668 
Special. GanadasWestemulWO-ROWirsas a fated. che eens shoporsior noe Avaya vat seuss telcrsvelcrrs) <tetene) acai eferetay ctevene eisai 130.00 19.168 149.168 
SpecialiGanadaaWestemiSix=ROWs seer rw e toys Porn! Moke ores siege pines ede. sau eer suoievn ke ntohs, sueanienet ergiegexeteeye isos 120.00 23.168 143.168 


NOTES TO FINANCIAL STATEMENTS 


The following are an integral part of the financial statements. 
1. Accounting policies 


(a) Operating results and valuation of stocks of grain 


The annual accounts at July 31 include the final operating 
results of all pool accounts for the crop year ended July 31, 
when marketing operations have been completed before the 
issuance of the annual report for that year. In determining 
the financial results for such pools the accounts of the 
Board at July 31 include: 


(b 


Not 


(i) the stocks of such grains on hand at that date at the 
values which were ultimately received from the sale thereof 
basis in store Thunder Bay, Vancouver or Churchill; and 


(ii) provision for all expenses incurred or to be incurred 
before the sales proceeds are realized in cash or in bills of 
exchange, including a charge for the portion of administra- 
tive and general expenses to be incurred subsequent to July 
31 but relating to the marketing and accounting for the 
grains in the various pools before they are closed. 


For pool accounts for which marketing operations have not 
been completed before the issuance of the annual report, the 
unsold stocks at July 31 are valued at cost, which is the 
initial price paid to producers, and no provision is made for 
carrying costs, interest, and administrative expenses be- 
yond that date. Any debit or credit balance in these accounts 
is carried on the balance sheet. 


Foreign currency translations 


Bills of exchange receivable in United States funds which 
are covered by forward exchange contracts are translated at 
the contract rates. In all other cases, bills of exchange 
receivable and bank loans payable in United States funds 
are translated at the rate of exchange in effect as at the 
balance sheet date, as is also the liability for debentures 
repayable in United States funds. 


Foreign exchange adjustments arising from conversion of 
bills of exchange and bank loans are included in operating 
results. 
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(c) Depreciation 


The rates of depreciation being applied are intended to fully 
depreciate assets over their expected lives and are as fol- 


lows: 

Hopper cars 30 years 
Office building 40 years 
Office furniture and equipment 10 years 
Automotive equipment 2 years 


(to 1/3 residual value) 


(d) Administration and general expenses 


Administration and general expenses, except for that por- 
tion of such expenses attributable to distributing final 
payments to producers, are allocated to the various pool 
account operations to which the services relate on the basis 
of the relative tonnage. Expenses attributable to final pay- 
ments are allocated on the basis of the number of producers 
receiving payments from the various pool accounts. 


2. Bills of exchange plus accrued interest 


Of the total bills of exchange receivable, $1,477,962,712 
(1987—$1,327,184,835) represents the Canadian equivalent of 
$1,220,246 ,624(1987—$1,000,139,288) repayable in United 
States funds. 

The balances receivable arise from sales of grain to Algeria, 
Brazil, Bangladesh, Egypt, Ethiopia, Haiti, Iraq, Israel, Jamai- 
ca, Mexico, Peru, Poland and Zambia. The terms call for 
payment in full within 36 months or less from time of shipment, 
except for Brazil, Egypt, Haiti, Jamaica, Mexico, Peru, Poland 
and Zambia where the Board, together with the Canadian Gov- 
ernment, have agreed to reschedule certain receivables beyond 
their original maturity dates. Terms of such reschedulings call 
for payment of interest and the rescheduled debt within ten 
years. As at July 31, 1988, total reschedulings amounted to 
$2,899,020,752 including $1,098,395,020 which is the Cana- 
dian equivalent of $906,865,109 receivable in United States 
funds. 

As at July 31, 1988, amounts due and not paid from Poland 
total $605,228,340 which includes the Canadian equivalent of 
$262,780,413 receivable in United States funds. In accordance 
with a multilateral arrangement reached between Poland and 
official creditors Poland is currently in the process of negotiat- 
ing a further rescheduling of amounts due and not paid to 
December 31, 1987, and post maturity interest due and not paid 
thereon, on all prior rescheduling agreements. Under this ar- 
rangement the amounts due to mature in the year ending 
December 31, 1988, are also to be rescheduled. At year end the 
amounts which will be subject to this rescheduling total 
$601,323,503 which includes the Canadian equivalent of 
$259,716,132 receivable in United States funds. 

During the crop year, ending July 31, 1986, the Government 
of Canada and other creditor nations agreed to a further deferral 
of certain Zambian obligations that had earlier been resche- 
duled. The bilateral agreement to reschedule payments due and 
not paid as at December 31, 1985, and due and not paid for the 
period January 1, 1986, to December 31, 1986, has yet to be 
negotiated. The accounts of the Board at July 31, 1988, include 
$15,058,519 which may be subject to this rescheduling. 

During the crop year the Board together with the Government 
of Canada concluded a bilateral rescheduling agreement with 
Egypt, rescheduling over a ten-year period certain obligations 
due and not paid as at December 31, 1986, and due and not paid 
for the period January 1, 1987, to June 30, 1988. The accounts 
of the Board at July 31, 1988, include $146,585,214 which was 
subject to this rescheduling agreement. 


During the crop year the Board together with the Government 
of Canada concluded a bilateral rescheduling agreement with 


Mexico rescheduling over a nine-year period certain obliga- | 


tions due and not paid during the period September 22, 1986, 


to December 31, 1987. The accounts of the Board at July 31, 
1988, include $5,982,629 which is the Canadian equivalent of | 


$4,939,423 receivable in United States funds which was subject 
to this rescheduling agreement. 


Credit sales are made within limits established by the Gov- 
ernment of Canada which guarantees the Board’s borrowings 
incurred to finance such sales, both as to principal and interest. 
Because of these Guarantees the Board does not consider itself 
to be at risk should any of the unpaid amounts prove to be 
uncollectable; therefore, no provision is made in its accounts 
with respect to the possibility of debtors defaulting on their 
obligations. 


. Accounts receivable 


Settlement on amounts due on completed sales as at July 31 
were received shortly after that date. Sundry accounts receiv- 


able consists mainly of freight costs which are recovered on | 


completed sales. 


. Covered hopper cars 


The Board purchased 2,000 covered hopper cars in 1979-80 
having an original cost of $90,555,623. Of these 2,000 cars, 41 | 
cars have been wrecked and dismantled leaving 1,959 still in 


the fleet having an original cost of $88,699,232 with accumu- 


lated depreciation of $25,133,846 to July 31, 1988. The Board | 


is reimbursed for destroyed cars under an operating agreement 
with the Canadian National Railway. 


. Deferred charges—Trade 
During the latter part of the crop year, because the initial 


prices in the crop year beginning August 1*' were to be substan- 
tially higher, producers delivered significant quantities of grain 
to elevator companies which are Board agents and placed it on 
storage, to be sold to the agents after the beginning of the new 
crop year. The Board, in order to meet its sales commitments in 
the current crop year, purchased wheat, durum and barley which 


had been placed on storage, from some of its agents. In those | 
instances, where some of the agents had delivered grain to the | 
Board in excess of their purchases from producers during the | 
current crop year, the agents had over-delivered their country | 
liability to the Board. In the case of barley, the over-delivered | 
stocks were also sold resulting in the barley pool being oversold | 


at the end of the crop year. 

The value of the over-deliveries totalled $103,288,839 and 
has been recorded as an advance purchase of the 1988-89 crop. 
The over-sold barley position which resulted in net revenue of 
$31,897,681 has been treated as an advance sale of the 1988-89 
crop and netted against the advance purchases. All other char- 
ges related to the over-delivered and over-sold positions have 
been appropriately adjusted between the pool accounts. 


_—— 
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6. Liability to banks 


10. 


Details of liability to banks are as follows: 


July 31 
1988 1987 
$ $ 
Ordinanyjoperationsie-e rte aoe reine eee 29,342,978 386,636,692 


3,581,450,759 3,465,262,727 
3,610,793,737 3,851,899,419 


Loans to finance credit sales ............ 


Of the total liability $1,460,724,971 (1987—$1,325,582,645) 
represents the Canadian equivalent of $1,206,014,672 (1987— 
$998,931,910) repayable in United States funds. 

The Board’s borrowings are guaranteed by the Government 
of Canada. 


. Debentures payable 


Debentures with a face value of U.S. $50,000,000 were is- 
sued on December 1, 1982, at a price of $99.50 per $100, and 
bore interest at 11 1/4% per annum payable each December |. 
On April 15, 1988, the Board redeemed all the debentures and 
paid accrued interest to that date. A premium of one percent of 
principal was payable upon redemption. 


Liability to agents for grain purchased from producers 


Grain companies acting in the capacity of agents of the Board 
accept deliveries from producers at country elevators and pay 
the producers on behalf of the Board based on the Board’s 
initial price in effect. Settlement is not made by the Board for 
these purchases until delivery to the Board is completed by its 
agents at terminal or mill position. Liability to agents amount- 
ing to $11,265,153 (1987—$658,389,287) represents the 
amount payable by the Board to its agents for 93,990 (1987— 
5,895,917) tonnes of grain on hand at country elevator points 
and in transit at July 31 for which delivery to and settlement by 
the Board is to be completed subsequent to year end date. 


. Liability to agents for deferred cash tickets 


Grain companies as agents of the Board deposit with the 
Board in trust the proceeds of deferred cash tickets issued for 
Board grain. These monies are returned to the grain companies 
to cover producer deferred cash tickets maturing predominately 
during the first days of the following calendar year. 


Accrued expenses and accounts payable 


This item principally comprises accrued carrying charges, 
storage, interest and transportation charges to July 31, 1988, 
together with all other unpaid sundry accounts as at the fore- 
going date. It also includes provisions for all charges relating 
to the marketing of Pool Accounts for wheat, amber durum 
wheat, oats, designated oats, barley and designated barley for 
the period from August |, 1988, to completion of operations on 
September 30, 1988. 


11. 


Special account—Net balance of undistributed payment accounts 


In accordance with the provision of Section 30 of the Cana- 
dian Wheat Board Act the Governor-in-Council may authorize 
the Board to transfer to a Special Account the unclaimed balan- 
ces remaining in payment accounts which have been payable to 
producers for a period of six years or more. In addition to 
providing for payment of proper claims from producers against 
these old payment accounts, the Section further provides that 
these funds shall be used for purposes as the Governor-in-Coun- 
cil upon the recommendations of the Board may deem to be for 
the benefit of producers. 


. Provision for final payment expenses 


This item represents the balance of the Board’s reserve for 
final payment expenses of pool accounts that have been closed. 
Six years after particular accounts have been closed, the re- 
maining reserves for these pools are transferred to the special 
account by Order-in-Council. 


. Lease commitments 


The Board, as an agent of Her Majesty in Right of Canada, is 
the lessor of 2,000 covered hopper cars for the Government of 
Canada. All lease costs are recoverable from the Government 
and are not a charge to the operations of the Board. Total 
payments associated with leases in the year ended July 31, 
1988, amounting to $16,110,582 (1987—$16,970,573) have 
been recovered by the Board. Lease terms are for 20 and 25 
years. 
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SUMMARY PAGE 
CAPE BRETON DEVELOPMENT CORPORATION 


MANDATE 
To operate, reorganize and rationalize coal production from the Sydney coal field. 
BACKGROUND 


Two divisions of the corporation were established in 1967 by the Cape Breton Development Corporation Act: 


— Established to close down the Cape Breton coal mining industry with minimum dislocation, the Coal Division is still 
the major employer in the Sydney/Glace Bay area. A resurgence in coal demand locally for power generation has led to 
an expanded and modernized industry employing approximately 3,300 people. In addition to the Prince and Lingan mines, | 
the corporation operates a coal preparation plant, a complete rail transportation system and a shipping pier. Anew Phalen 
colliery was completed in 1987. 


— The Industrial Development Division was created to develop alternative employment opportunities and broaden the 
base of the local economy. Pursuant to the new (Atlantic Canada, 1987) legislation, this division and its development | 
activities were transferred to the new entity, Enterprise Cape Breton Corporation on December 1, 1988. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 2500 

Sydney, Nova Scotia 

B1P 6K9 
STATUS — Schedule III, Part I 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 
DEPARTMENT Industry, Science and Technology 
YEAR AND MEANS OF 1967; by the Cape Breton Development Corporation Act, (R.S.C. 
INCORPORATION 19S8556.C-25)). 
CHIEF EXECUTIVE OFFICER Ernest Boutilier 
CHAIRMAN John Terry 
AUDITOR Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989* 1988 1987 1986 

At the end of the period 

LOTAMAGGEl cummmeetcratet. cs Share Real n tine Romer ts tatets tree shata ices 534 626 581 454 

Obit cal oncsovene sotiVale.SCCtOT memset ny ities foe liees nil nil nil nil 

Obligations#o, Ganada ns <i. Manatee ae eeene laid oe 41 22 | 3 

Equity:oF Canad avmewr tet: Pte! Av lO es > elemapetne 00 voice, aia ons 449 548 Obl 401 
Cash from Canada in the period 

se DUG PC LAL wrap ete eh a 56s or 'on, Saunt ee nace ets RRL Ee ta ee 36 101 164 120 

—mnon=bud getany svicevsead <2). 2094 eral Bet ectorse Base ot 19 15 4 (10) 


*Prior to 1988-89, financial data in this Summary were consolidated data of the two divisions (Coal, and IDD). 
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AUDITOR’S REPORT 


TO THE MINISTER OF REGIONAL INDUSTRIAL EXPANSION 


I have examined the balance sheet of the Coal Division of the 
Cape Breton Development Corporation as at March 31, 1989 and 
the related statements of equity, income and changes in financial 
position for the year then ended, and the consolidated balance sheet 
of the Industrial Development Division of the Cape Breton Devel- 


“opment Corporation as at November 30, 1988, the date of its 


transfer to Enterprise Cape Breton Corporation (as explained in 
Note 1), and the related consolidated statements of equity, opera- 
ting statement and changes in financial position for the period then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
COS: 


In my opinion, the financial statements of the Coal Division 
present fairly its financial position as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended, and the consolidated financial statements of 
the Industrial Development Division present fairly its financial 
position as at November 30, 1988 and the results of its operations 
and the changes in its financial position for the period then ended 
in accordance with generally accepted accounting principles ap- 
plied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation and 
of its wholly-owned subsidiaries that have come to my notice during 
my examination of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the Cape Breton Development 
Corporation Act, the by-laws of the Corporation and the charters 
and by-laws of the Corporation’s wholly-owned subsidiaries. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


June 9, 1989 


COAL DIVISION 


BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 


ASSETS 1989 1988 
Current 
(GETS | Wiisee Oe rsrrics PeIrOI NCES Oe CcOhs ole nin oN ae ras 6,367 1,232 
Accounts receivable (Note 3) .............-- 7,863 36,774 


Inventories, at the lower of cost and 
net realizable value 


Goalies cerrcnc acts sey oie seeps oh a etere sears 34,599 34,089 
Operating materials and supplies .......... 22,998 20,829 
IPICPalGlexPenSeswrra ys eletrr etter ier ete 304 65 
72,131 92,989 

Bixed (INOtE14) si cievere vous uciots orators par eatenmheiers oe 41s 461,890 500,143 
534,021 $93,132 


Commitments (Note 5) 
Contingent liabilities and claims (Note 6) 


On behalf of the Board: 


JOHN TERRY 
Director 


JOHN BARSWICH 
Director 


185 
LIABILITIES 1989 1988 
Current 
Accounts payable—Trade ................ : 8,005 19,934 
Accrued wages and vacation pay ........... : 11,905 12,496 
Accrued! chargesy wap. criss ei esiere) \eeretsyoicis si , 3,239 4,059 
Employees’ deductions ..................-. 6 8,019 6,116 
Due to Government of Canada 
Working capital advances 
(Note:2(a) essere aeser toto ayers : 41,000 21,919 
LOTUS Ramer oS tte ais OC Om OPO RON OR ore ‘ 12,900 10,433 
85,068 74,957 
EQUITY 
Equitviof!Canadagy sry. sates crsictorousheisie sv cinieis ete ; 448,953 $18,175 
$34,021 593,132 
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COAL DIVISION COAL DIVISION 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) 


1989 1988 1989 1988 

Balancelatibesiningiofiveane aa. ae -e 518,175 485,038 Cash for operating 

Add: payments by Canada in activities 

respect of mining losses— Netimining losseSiiccvncc. serum aeneeg anor. 3 (29,693) (1,672) 
Voterssi(Note:2(a) ities ene tice titne scree 1,672 (Increase) decrease in non-cash operating 
payments by Canada in respect WOTKING Capital a hecrarcccen mactce tna crearets : 17,023 (48,451) 
of capital expenditures— (12,670) (50,123) 
Votes 30 and 40 : . Lyte 
(Notes3(a)) avian Ad,. Ane MohMaeaie 28,000 89,163 Con mon tanet sl acs 
eos | ps Payments by Canada 
21 stG 11S yg ses15 8B Inirespect of minineilOsseseerae cere ta tae F 1,672 
Deduct: net mining losses In respect of capital expenditures ........ : 28,000 89,163 
(NOtE2(a)) is bacins siiletes sgneteepias sss 29,693 1,672 Increase in repayable working capital 
depreciation of fixed assets ............ 67,529 56,026 AAV ANCES hiya gets e eK aia steels usec : 19,081 14,897 
97,222 57,698 47,081 105,732 
Balancelatviend\olsy car rroissiasivs cis aieleteretoeteleters 448,953 518,175 Cash for investing 
activities 
Purchaserof fixed/assets Meri. scm cine sees carers } (29,433) (70,141) 
COAL DIVISION Proceeds from sale of fixed assets .......... t 157 26 
(29,276) (70,115) 

STATEMENT OF INCOME Increase (decrease) incash................0- ; 5,135 (14,506) 

FOR THE YEAR ENDED MARCH 31 @ash'at beginning oftyear neers ; 1,232 15,738 

(in thousands of dollars) Gashrat end of yearn. cert nara eaten ; 6,367 1,232 

(Increase) decrease in non-cash operating 
1989 1988 working capital* 

Revenue ACCOUNTS TeCelVablemerryerirecieiio nics ers é 28,911 (20,112) 
Coal Salesian trary an aes ee Rie 195,166 206,386 Coal inventory .........-. 6s. e seen eee es : (510) (16,168) 
Lesssexternal sellingiexpense anna eee es 7,678 5,106 Material inventory .........-..-...0s.0es : (2,169) (3,829) 

Rapp Soe eee Prepaid ex DCnSCSaaer eet etre et ie ; (239) 11 
Guciderailwat revenue ae re Accounts payable—Trade ................ : (11,929) (9,205) 
| ance A Dig cata (esses Accrued wages and vacation pay ............ (591) (510) 

(OPTUS Coondéecoontoocauascodune 190,712 204,838 Acctucd|chargesmeererer antec anne : (820) 3,061 

Operating expenses Due to Government of 
Wagesiand'salaniesia..nvaciiserie oncroinetoess 84,431 90,820 Canada— 

Holidaysrandavacation Sanaa arin eran 9,959 9,742 OS? oococccnconsnsbodnocucaes cu scue : 2,467 (2,575) 
Workers «Compensation mee tie enacts 11,109 9,902 Employees’ deductions ................+..- . 1,903 876 
Surcharges 725. re.tar tae tee ceases sp en een 16,326 11,432 17,023 (48,451) 
Materialsiandisuppliesic7-acerreticiaeie stare: 25,898 25,307 

Repainmaterials, tai scitascicsoeekocitenerer: 15,162 11,427 

EleCihic pOWer ta. cnt comes Sra crete conte arene 7,735 6,661 

Grantsjinilic Of taxes. yacteinemisrie riers stra 3,929 2,797 

Royalties Rrruatd vc cies cuter sacle Greearraie eros 807 796 

Hirediheavy equipment ..2 sisi i actor 5,763 6,823 

Othenexpensesi sxc. siete eee yerics 10,462 5,804 

Purchasedranaicapitalicoal) sss eres 8,032 20,617 

Depreciationig ccs. 1 ,s1sireta sic cra serait res 67,529 56,026 

Increaseunicoaluinventory l-mmmcreria cere rs (510) (16,168) 

otalvoperating expensesaia- cia sapere ieee 266,632 241,986 

Excess of operating expenses over operating 
FO VENUC x vacstetePemmeterty aicie ois, wis i: aN oxal HianoMctinw HO auesal 75,920 37,148 

POnSiOnS: syaccptee Ra Rae os) coho Sos seeks ow ioe eaueal aes 17,696 16,696 

Pre-retiremient lca Vicmmrrr irradia cite rier 2,940 3,120 

Barlyiretirementincentavemmrrtriietearart-cisrie 1,924 1,309 

Interest and other income ............. ce teed (1,258) (575) 

97,222 57,698 


Deduct: depreciation not deductible 
in determining mining 
losses (Note! 21a) ieee a steccasts crece 67,529 56,026 


Net mining losses for the 
VOARoe waren s sfc bale oom cmmatse rnimanmecacys sits 29,693 1,672 


PUBLIC ACCOUNTS, 1988-89 
CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1989 


Ike 


Authority and objectives 


The Corporation was established in 1967 for the purpose of 
reorganizing and rehabilitating the coal industry on Cape Bre- 
ton Island, pursuant to the Cape Breton Development 
Corporation Act. Its current corporate goal is to be a dependable 
supplier of quality coal and related energy products by opera- 
ting a safe, commercially viable corporation which will provide 
a positive working environment through efficient and effective 
utilization of human, physical and technical resources. 


. Significant accounting policies 


(a) Financing 

The Corporation, an agent of Her Majesty, is listed as a 
Schedule III, Part I, corporation for purposes of the Finan- 
cial Administration Act. The Corporation receives 
Parliamentary appropriations for capital expenditure and 
operating loss purposes as well as advances from the Gov- 
ernment of Canada for working capital purposes on such 
terms as may be agreed upon, as provided for in the Cape 
Breton Development Corporation Act. In addition to the 
appropriations and advances received during 1988/89, 
Treasury Board has approved the inclusion of up to $25.0 
million in the 1989/90 Supplementary Estimates towards 
the 1988/89 cash operating loss. Treasury board has indi- 
cated that depreciation should not be provided in 
determining mining losses for Parliamentary appropriation. 
Accordingly, the depreciation provision has been elimi- 
nated in arriving at this amount. 


(b) Inventories 


Inventories are valued at the lower of cost and net realiz- 
able value. 


(c) Fixed assets 


Fixed assets are stated at cost. The Corporation has pro- 
vided depreciation on its fixed assets based on their 
estimated useful lives. 


(d) Foreign currency translation 


Monetary assets and liabilities are translated at exchange 
rates in effect at the balance sheet date. Revenue and ex- 
penses are translated at the rate of exchange prevailing on 
the transaction date. The resulting foreign currency trans- 
lation gains and losses are included in the results of 
operations. 


. Accounts receivable 


1989 1988 


(in thousands of doliars) 


ACG ts etayaie delat acyigapaver overseen ses le ahed oni 6,318 36,726 
EMmploveeSareoterdee nae okra eae ee 1,695 148 
8,013 36,874 
Less: allowance for doubtful accounts ...... 150 100 
7,863 36,774 
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4. Fixed assets 


1989 1988 


(in thousands of dollars) 


Bingan Colliery tyr. tiers. c sla ererneceaeuetataes : 173,844 167,252 
Prince: Colliery ax cee srr etensioe store aete F 109,398 105,769 
Phaleni Colliery ye psysscs weaves Sycpotets hese : 200,576 185,928 
Donkin-Morien Development 
Reel be, dig Oto eae CET Oe SURO OTS ote , 80,679 80,679 
Goalibreparation Plantgrcpacrer iets aee ae ‘ 91,358 90,451 
DevcoiR allways cmc t:-,sitere cies A 77,941 76,750 
Carbogel Pays scarcer s creia/a Scetaus serra eneve ors : 7,519 5,195 
Othentixedlasscismaner resi ticle eerie : 41,029 41,044 
782,344 753,068 
Accumulated depreciation .............. ‘ 320,454 252,925 
461,890 500,143 


Included in fixed assets above is $80,678,573 of cumulative 
costs to March 31, 1989 on the Donkin-Morien Development 
Project. The Corporation has provided for depreciation of 
$26,403,478 against this project to date. The 1989/90 to 
1993/94 Corporate Plan submitted to Treasury Board does not 
provide for development of this project over the next five years. 
Additional development costs will be required to bring the 
Project into commercial production. 

Also included in fixed assets above is $173,844,388 of cumu- 
lative costs to March 31, 1989 on the Lingan Colliery. The 
Corporation is in the process of evaluating the future of this 
colliery. It is anticipated this evaluation will be completed 
during the 1989/90 fiscal year. Depreciation to date, amounting 
to $121,585,550, has been provided at normal Corporation 
rates. 


. Commitments 


(a) Commitments on capital projects include the following: 


Approximately $475,000 for underground mining equip- 
ment 


Approximately $540,000 for other facilities 


(b) The Corporation leases the General Mining Building 
which houses the offices of the Coal Division. The lease is 
for a 20-year period, commencing June, 1984, with lease 
payments of approximately $1,300,000 per annum, at a 
current interest rate of 11%. The annual lease payments 
fluctuate with changes in the lessor’s mortgage interest 
rates. 


. Contingent liabilities and claims 


(a) Legal matters 


(i) A former employee has asserted a claim for alleged 
wrongful dismissal, and damages for a personal injury 
from an industrial accident sustained while in the em- 
ploy of the Corporation. 


(ii) A contractor has commenced an action for an alleged 
breach of contract relating to coal handling. 


(iii) A contactor has commenced an action for an alleged 
breach of contract relating to a capital project. 


(iv) A sub-contractor has commenced an action for an al- 
leged breach of contract relating to a capital project for 
which the Corporation settled with the contractor. 

The total amount of these claims is approximately $3.3 

million and the Corporation intends to oppose these claims 

in their entirety. 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


COAL DIVISION 


NOTES TO THE FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


Ts 


(b) Insurance 


The Corporation self insures against the potential loss of 
underground assets and for a portion of its liability insur- 
ance. 


Long-term sales agreement 


The Corporation has signed an agreement with the Nova 
Scotia Power Corporation which calls for the delivery of a 
substantial portion of the Corporation’s coal production to the 
Power Corporation. The agreement expires in the year 2010. 


. Pensions 


For accounting purposes, the pension expense in each year is 
comprised of a current and a past service cost. The past service 
cost, which represents an allocation of the unfunded obligation, 
is being amortized at the rate it is being funded. The Corpora- 
tion is of the opinion that this is the most appropriate method 
since it provides for a systematic manner of amortization which 
conforms to the Corporation’s overall funding by the Govern- 
ment of Canada. 


An actuarial valuation of the Corporation’s Non-Contribu- 
tory Pension Plan as at December 31, 1988, indicated an 
unfunded actuarial liability of $69,009,000 (assets of 
$99,772,000 and liabilities of $168,781,000). The minimum 
annual amount required for past and current service, including 
pension payments, will be approximately $14,390,000 in each 
year from 1989 to 1992, $6,116,000 from 1993 to 2000 and 
$4,311,000 from 2001 to 2004. The Corporation has expensed 
pension payments of $17,696,000 for the year. 

An actuarial valuation of the Corporation’s Contributory Pen- 
sion Plan as at December 31, 1987, indicated a fund surplus of 
$3,095,000 (assets of $21,765,000 and liabilities of 
$18,670,000). Required Corporation payments in respect of 
current service costs are funded each year and amounted to 
approximately $780,000 expensed for the year ended March 31, 
1989. 


. Income taxes 


The Corporation has applied for refundable investment tax 
credits in respect of qualified expenditures incurred and qual- 
ifying assets purchased after April 19, 1983. The Corporation 
estimates the refund to be approximately $14,500,000. This 
amount has not been reflected in these financial statements as 
Revenue Canada is currently reviewing the Corporation’s eligi- 
bility for the refundable tax credits. 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED BALANCE SHEET 
AS AT NOVEMBER 30, 1988 
(in thousands of dollars) 


November 30 
1988 March 31 
ASSETS Note (1) 1988 
Current 
LOAD hy 5 Seat o:h:5 5 6 Cae leer Ee eer 1,232 106 
Accounts and interest receivable ............ 874 687 
Receivable from Province of Nova 
SCOUAM RR Ret ee tere hae eines ie 43 
Receivable from Government 
‘Ol Canadaweenirs cenarar cc Noa nem oe sues 2,200 
INVENLOTIeS WaweAeeina cleo snthe aan etee ae 228 242 
PTE Pala EXPENSES vere. serc ser oye ensyaicrie siete. «.aretore, oe 91 36 
2,468 S27 
Loans and investments (Note 3(d)) 
Loans Rie et tess Gobet Uh hands oe makes 9,453 9,243 
Investments: 2. i614.n sneha senan hed eees 300 320 
9,753 9,563 
Fixed(Notes(®)rand 4) imeem eceecees cies 20,425 19,398 
Other 
Deferred chargesmeyie cerns rerersneissocors wince nese cals 1 
32,646 32,233 


LIABILITIES 


Current 


ACCOUNTS Pay aDlemetenractata ioe a sisi. Saree 3 


EQUITY 


Equityof Canadageuy. seis aceiioe senile ‘ 


Guarantees (Note 5) 
Commitments (Note 6) 
Claim (Note 7) 


On behalf of the Board: 
JOHN TERRY 
Director 


JOHN BARSWICH 
Director 


INDUSTRIAL DEVELOPMENT DIVISION 


CONSOLIDATED STATEMENT OF EQUITY 

FOR THE EIGHT MONTH PERIOD 

ENDED NOVEMBER 30, 1988 

(with comparative figures for the year ended March 31, 1988) 
(in thousands of dollars) 


November 30 March 31 


1988 1988 
(Eight (Twelve 
Months) Months) 
Equity at beginning of period ................. 30,263 25,999 

Payments during period from Government of 

Canada—Votes 35 and 45 (Note 2) .......... 7,800 10,600 
38,063 36,599 
Deduct-net operating expenses asset as ee 6,720 6,336 


Equity at end of period’). 22.5 sestes ace Aereretele aes 31,343 30,263 
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November 30 
1988 March 31 
Note (1) 1988 
1,303 1,970 
31,343 30,263 
32,646 BO.259 
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CAPE BRETON DEVELOPMENT CORPORATION—Continued 


INDUSTRIAL DEVELOPMENT DIVISION INDUSTRIAL DEVELOPMENT DIVISION 
CONSOLIDATED OPERATING STATEMENT CONSOLIDATED STATEMENT OF CHANGES IN 

FOR THE EIGHT MONTH PERIOD FINANCIAL POSITION 

ENDED NOVEMBER 30, 1988 FOR THE EIGHT MONTH PERIOD 

(with comparative figures for the year ended March 31, 1988) ENDED NOVEMBER 30, 1988 

(in thousands of dollars) (with comparative figures for the year ended March 31, 1988) 


(in thousands of dollars) 


November 30 March 31 


1988 1988 November 30 March 31 
(Eight (Twelve 1988 1988 
Months) Months) (Eight (Twelve 


: Months) Months) 
Development and operating expenses as 


Industrial operations and assistance .......... 617 892 Cash from financing activities 
Tourist operations and promotions ........... 1,776 1,391 Payments by Canada—Votes 35 and 45 ..... : 7,800 10,600 
New business development ASSIStANCE wettest = 2,140 3,367 Cash for operating activities 
Marine farming opereuens a : Net operatingiexpensesier tee erent 3 (6,720) (6,336) 
Real estate operating costs . bette sees eee eees 697 737 Charges (credits) not affecting 
Community planning and projects ........... 242 226 each 
Pomary production operations, jl. is icy-o 205 #! Depreciation nvcatorcvemsecee aerate arroe : 1,312 1,604 
Scholarships ancl APPrenHCs PROSTAMS cic ts 24 a Loans forgiveness eran acter ees : (14) 129! & 
Loss (gain) on disposal of fixed assets ........ pecker wt OOur 9 tin iapeae 1D). Loss (gain) on sale of fixed assets ........ ‘ 206 (is) @ 
6,007 7,081 Provision for (recovery of) doubtful | 
Administration expenses ACCOUNES: Fee Aho Svc alan spanesticyssisectaleieuere : 1,112 (91) 
Salaries ye. eae eee oe ie ove a ond ote Bieeovenet es 732 926 (4,104) (4,709) 
Office and miscellaneous expenses .......... 513 541 (Increase) decrease in non-cash operating 
Professionalifees #7 cel. tk. has tte roe 108 102 Wworking:capital* Toei eerste cle ieee : 1,262 (1,435) 
Travellinclexpensesmert-ieer. cre nttate t-te 71 112 (2,842) (6,144) 
secede yas SEN Cash for investing 
Depreciationys crea euetrs a stots cistern iis, sm lela sies 1,312 1,604 activities 
Provision for unrecoverable loans and EoanirepaymentS asc ace bere ecsear : 790 3,477 
accounts receivable Merritt weeklies 1,042 (114) Loan drawdownsie. tio ema act ee ae nt : (2,027) (4,866) 
2,354 1,490 Purchase ofi fixediassetsmane eee nee : (2,603) (5,277) 
; Tg Sey Naa Baas pees cal Proceeds from sale of fixed assets .......... : 58 900 
Total operating expenses .........+.-. +0. +000: jie £9,785 riby Me lO.252 Purchase ofiinvestmentsie- nae ; (50) 2 
Revenue 
TOUFISEOPErAatlONS space eetag alta ait teeter tate el 906 1,037 oe ee 
Realiestaterrentals amen a aan 1,068 1,323 Increase) (decrease) intcashimarerrat irri : 1,126 (1,308) 
Industrial operations ............0..0ee0ee 436 586 Cash at beginning of period ................. : 106 1,414 
Interestuhy.iQa Gas avoid devcae lth oN pact eae 631 938 Cashyat endlofiperiodipreer mei een : ple232 106 
Primary production operations .............. 22 32 ; ; a ae ea 
Miscellaneousirevenue manner) eer 2 Uincre ase) cere ace il nenacashl eperaling 
working capital* 
3,065 3,916 Accounts receivables.4- eee eee eee ; 1,970 (1,930) 
Net operating expensesieay- eee ae eee 6,720 6,336 IMINO Boog vac ooopoenonnconsoosooDDE : 14 (10) 
Prepaid: expensesiernae ts seria ier ae tt : (55) 1 
Accounts! payableteramtceiic1- bite aeteiny : (667) 504 


1,262 (1,435) 
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CAPE BRETON DEVELOPMENT CORPORATION—Concluded 


INDUSTRIAL DEVELOPMENT DIVISION 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
NOVEMBER 30, 1988 


1. Transfer to Enterprise Cape Breton Corporation 


Under the provisions of the Government Organization Act, 
Atlantic Canada, 1987, a new corporation, the Enterprise Cape 
Breton Corporation was created by Order in Council effective 
December 1, 1988 to assume the assets, liabilities, operations, 
guarantees, commitments and contingencies of the Industrial 
Development Division. 

As a result, these financial statements reflect only the oper- 
ations of the Industrial Development Division, including its 
subsidiaries for the period April 1, 1988 to November 30, 1988. 
In summary the amounts transferred at December 1, 1988 were 
as follows: 


$ 
PASSO US etintsrectinr cicero sare Coyle oiarausse ices se ouswes ale Carne oeRT Rae Re fer ueaeue aie 32,646,512 
Piabilitiesmrmac crete ace Co eet rte een ene 1,303,096 
EQUITY ere eettete tue shares sit sisters crstele Pace ee eee earn gid) ayas's 31,343,416 
Gy War antees mrave c.ccrtete, exe reavon site cecenerenacrtevcgetert a a aieiere deere fara 36,478,659 
COMMITMENTS Eno corrcterers erorcne cooue corer eeerenee erate ohete cto soavouece’s 4,462,000 
(CIETY pate Aiceeatrccn oo OO Ofte bo 8 Bgus A: Bb Bao Om REA Cina faci: 300,000 
. Financing 


The Industrial Development Division was financed by way of 
Vote of the Parliament of Canada. Parliament voted 
$10,600,000 for this purpose during the fiscal year ended March 
31, 1989. During the period the Corporation was limited to, and 
received, $7,800,000 of this appropriation. 


. Significant accounting policies 
(a) Basis of consolidation 


(i) The financial statements of the Industrial Development 
Division include the results of the Division and all its 
subsidiaries as explained below. 


Corporation Period 
interest ended 
Darr (Cape Breton) Limited 
(Reali Estate) Aen otaveps) orsrere ‘ 100% November 30 
Cape Breton Marine Farming Limited 
(Inactive): seniae sincere wns F 100% November 30 


Whale Cove Summer Village Limited 
(Tourist Accommodations) .... . 
Dundee Estates Limited 
(Tourist Accommodations) .... . 100% November 30 


62.5% November 30 


(ii) As the financial statements of Whale Cove Summer 
Village Limited report a deficit equity position as at 
November 30, 1988, and the minority interest in losses 
to date have been absorbed against the total of the 
minority invested capital, the losses of this company 
are included in the consolidated net operating expen- 
ses. As a consequence, no minority interest for this 
subsidiary is shown in the consolidated balance sheet. 


(b) Fixed assets 
Fixed assets are recorded at cost. Depreciation is provided 
on the straight-line method using rates based on the esti- 
mated useful lives of the assets generally as follows: 


Buildings Up to 25 years 
Equipment 4 to 10 years 
Vehicles 3 to 4 years 


(c) Accounting policy—Certain subsidiaries 


The financial statements of Dundee Estates Limited include 
a note indicating that their statements have been prepared 
on the assumption that the company can continue to operate 
as a going concern, which assumption depends on the con- 
tinued financial support of its parent. 


(d) Loans and investments 


Loans and investments are recorded at the lower of cost and 
estimated net realizable value. 


. Fixed assets 


November 30 March 31 
1 


988 1988 
(in thousands of dollars) 
Rentalifacilitiesiyaerericicn etree ian: : 11,226 10,937 
Wounisttaciiticsiewryrartet titre asia ieienters : 6,146 6,757 
Primary industry facilities .............. : 1,799 1,757 
Secondary industry facilities ............ : 11,914 10,490 
31,085 29,941 
Less; accumulated depreciation .......... : 10,660 10,543 
20,425 19,398 


The four categories of fixed assets shown above each include 
land, buildings and equipment. 


. Guarantees 


During the 1976 year, the Corporation guaranteed the repay- 
ment by Sydney Steel Corporation of that corporation’s 
$70,000,000—11 1/4% Series D Debentures and the repayment 
of interest thereon. These funds were borrowed by Sydney Steel 
Corporation for the purpose of financing its plant rehabilitation 
program. The balance of the outstanding debentures has since 
been reduced to $30,310,000. 

The Corporation in 1971 guaranteed the repayment of bank 
advances to Stora Kopparbergs Bergslags Aktiebolag. This 
guarantee originally amounted to $30,000,000. The balance of 
advances has since been reduced to $6,168,659. 

The Corporation made the guarantees for and on behalf of Her 
Majesty the Queen in right of Canada; therefore, any amounts 
required to be paid shall be paid out of the Consolidated 
Revenue Fund of Canada. 


. Commitments 


(a) As at November 30, 1988, the Industrial Development 
Division of the Corporation was committed to expendi- 
tures and loans over and above the amounts included in the 
financial statements at that time, totalling $4,462,000. 


(b) The Corporation entered an agreement to lease office 
premises effective May 1, 1987. The lease is for a five year 
period with lease payments of approximately $254,000 per 
annum. 


. Claim 


A claim in the amount of $300,000 has been received from a 
local sports organization. Management denies this claim and 
intends to oppose it in its entirety. 
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SUMMARY PAGE 
DEFENCE CONSTRUCTION (1951) LIMITED 


MANDATE 


To contract for and supervise major military construction and maintenance projects required by the Department of 
National Defence; to provide technical and administrative assistance concerning construction matters to government 
departments and agencies on a cost-recovery basis. 


BACKGROUND 
The corporation has been in operation since 1951. 
CORPORATION DATA 


HEAD OFFICE Sir Charles Tupper Building 
Riverside Drive 
Ottawa, Ontario 


K1A 0K3 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS OF 1951; by the Defence Production Act (R.S.C. 1985, c. D-1); 
INCORPORATION continued under the Canada Business Corporations Act, November 
21, 1978. 
CHAIRMAN AND CHIEF J.R. Lorne Atchison 
EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

IGEATEANSSCLS Cate cowicc erect cil th cine ere a Ean een en a 1.0 2.0 1.5 2.6 

Oblkgations. fo, the, pruvatesSeClOlans wana nun ea cries. cee nil nil nil nil 

Obligations to: Canadail, di 46 etnomaee ORRN <0. os oss Soe 0.3 1.0 0.3 1.4 

Equity! Canada, ocus. aa -baastaa- AGRGIOaGS eat Eyes os SA (2.8) (2.9) (2.9) (1) 
Cash from Canada in the period 

SUDO CAL Y Cirtrenerte tc .s < s/c oo ote are etcetera cata Roce err en 14.0 13.6 132 14.3 


=—NON-DNGECLALY wats ics Sue eet nee Sr here renee teem nil nil nil nil 
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DEFENCE CONSTRUCTION (1951) LIMITED 


AUDITOR’S REPORT 
TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of Defence Construction 
(1951) Limited as at March 31, 1989 and the statements of oper- 
ations and deficit and changes in financial position for the year then 
ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
ces. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Defence Production Act and the by-laws of the corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


May 23, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 
$ $ 
Current 
Gash ire ciercb cooler vei nmmiactictens orkano cust ces atone a's 355,679 1,519,260 
Accounts receivable from government 
departments and agencies (Note 5)......... 378,089 108,881 
Otherness ced carers es seeds axe! cenniers 36,844 42,159 
770,612 1,670,300 
Furniture and equipment, at cost .............. 1,237,863 1,156,399 
Less: accumulated depreciation ............... 996,538 851,815 
241,325 304,584 


1,011,937 1,974,884 


193 
LIABILITIES 1989 1988 
$ $ 
Current 
Accounts payable and accrued liabilities .... . 703,234 997,330 
Dueito|Canadatry me cc vre er ke eee erred ; 324,653 970,946 
Contractors’ security deposits ............. : 139,725 126,953 
1,167,612 2,095,229 
Provision for employee benefits 
(INOtEs3) Riera ate som trees ne eee cles meee : 2,630,065 2,820,854 
3,797,677 4,916,083 
CAPITAL STOCK AND DEFICIT 
Capital stock 
Authorized— 1,000 shares without par value 
Issued——31' shareSjiye scissor cis esos ee sas . 31 31 
Deficiti(Note:4)syewrmrrtrctes icc. cts icc seri F (2,785,771) (2,941,230) 
(2,785,740) (2,941,199) 
1,011,937 1,974,884 


Approved by the Board: 
J.R. L. ATCHISON 
Director 


L. E. DAVIES 
Director 
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DEFENCE CONSTRUCTION (1951) LIMITED—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Expenses 
Salaries i cepa ecco cet ovs sis S Oe ew eels tateelels 9,887,511 8,969,909 
Employee benefits. inter eioters) eteteyenere 1,104,531 1,137,504 
Traveltandiremovall aprender ale 928,061 850,638 
Melephone emcee serene ere cere ree 375,190 332,214 
Officeraccommodationisnmasce cates eres terse 349,370 324,646 
AGVeTtisin@yetctncid cers setneiatesctedere ac ieieree.s 300,743 23122 
Office supplies and maintenance ............ 268,631 226,047 
Postagesexpressiand freight e-meriece sister 238,080 216,473 
Training and professional development ....... 234,995 173,387 
Depreciatione as te e rin a ies 2 ol cieieicle/okels 155,248 150,262 
Rentallofimachineryaacesriecticr icine ort 135,892 115,641 
ProfessionaliSenvices voc tia ae eins cleniee 121,869 85,121 
Othertyrrstte cise sini ccrs sis sie tere ote ie enone otras 62,386 51,648 
14,162,507 12,871,212 
Recoveries of expenses (Note 5) .............. 642,619 266,027 
Costiofoperationse aan sa reiirsorereerete iretcir aie 13,519,888 12,605,185 
Parliamentary appropriation .................. 13,675,347 12,579,054 
Excess of cost of operations over parliamentary 
appropriation (parliamentary appropriation 
OVer COstol operations) mrmiaceee cece: (155,459) 26,131 
Deficit at beginning of the year ............... 2,941,230 2,915,099 
Deficitiavend'ofitheyearmadaas aoe aie oe ee 2,785,771 2,941,230 
STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
Financing activities 
Parliamentary appropriation ................ 13,675,347 12,579,054 
Operating activities 
Reported cost of operations ................. 13,519,888 12,605,185 
Items not requiring cash 
Provision for employee benefits ........... (496,508) (243,696) 
Depreciation a5. ¢.s:505 eval naee cements (155,248) (150,262) 
Net increase (decrease) in non-cash 
working capital balances related to 
OPELALLONS Sad tetas, hates theta s diate ois wheelie sis 1,191,510 (371,391) 
Cash applied to operations ................. 14,059,642 = 11,839,836 
Employee benetits:paidim...c.s.iatet emcee cs 687,297 224,233 
Cash applied to operating 
ACELVINIE Sumi ne release 3 orsia;e-ciuesac lepeyetorenys 14,746,939 12,064,069 
Investing activities 
Acquisitionofequipment << .17.2..00% «sees oes 91,989 159,074 
Increase (decrease) in cash during the 
BEE Gian AG S066. 6 Of 6) DRO OS OM ee oer (1,163,581) 355,911 
Cash at beginning of the year ................. 1,519,260 1,163,349 
Cash) atendiofithe yeaa atctaercinciel cs acer 355,679 1,519,260 


* Consisting of changes in receivables, other assets, accounts payable and accrued 


liabilities, due to Canada, and contractors’ security deposits. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority, objectives and operations 


The corporation was incorporated under the Canada Corpor- 
ations Act in 1951 and was continued under the Canada 
Business Corporations Act, pursuant to the authority of the 
Defence Production Act, to contract for major military 
construction and maintenance projects required by the Depart- 
ment of National Defence. The corporation is an agent Crown 
corporation named in Part I of Schedule III to the Financial 
Administration Act. The corporation is not subject to income 
taxes. 


The corporation’s principal functions in the field of construc- 
tion management are to obtain tenders, make recommendations 
regarding proposed awards and to award and administer con- 
tracts. As an integral part of its responsibility for contract 
administration, the corporation inspects the work to ensure 
completion in accordance with the contract and certifies con- 
tractors’ progress claims for payment from funds of the 
Department of National Defence. It also engages architectural 
and engineering firms to prepare plans and specifications in 
accordance with the requirements of the Department of Na- 
tional Defence. It may provide technical and administrative 
assistance on construction matters to other government depart- 
ments when required. 


. Significant accounting policies 


Expenses 


The accounts of the corporation reflect only the administra- 
tive expenses incurred in-procuring the construction and 
maintenance of defence projects on behalf of the Department of 
National Defence and in procuring the construction of such 
other projects as are approved by Treasury Board. 


Furniture and equipment 


Furniture and equipment are recorded at cost and are depre- 
ciated on a straight-line basis over five years. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. The corpora- 
tion’s contributions to the plan are limited to an amount equal 
to the employees’ contributions on account of current and cer- 
tain past service. These contributions represent the total 
pension obligations of the corporation and are charged to in- 
come on a current basis. 


Parliamentary appropriation 


The cost of operations is funded by parliamentary appropria- 
tion through the Department of National Defence Capital Vote 
15 (1988 —Department of Public Works Vote 75) to the extent 
of net cash requirements. 


. Provision for employee benefits 


1989 1988 
$ $ 
Terminationibenefits:4.... 5... soso ee ; 2,356,547 2,520,628 
Lifeinsurance=.c.succancn ee csr : 54,608 79,115 
Furloughibenefits 7.2. -roctecie tec : 218,910 221,111 
2,630,065 2,820,854 
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DEFENCE CONSTRUCTION (1951) LIMITED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


4. Deficit 


The deficit of the corporation is comprised primarily of the 
liabilities for employee benefits which will require funding 
from parliamentary appropriations in future years as they are 
paid. 


5. Recoveries of expenses 


The corporation provides certain technical and administra- 
tive assistance to the Department of National Defence and other 
government departments and agencies on a cost-recovery basis. 
As at March 31, 1989, accounts receivable for recoveries were 
$378,089 (1988—$108,881). 

During the year, in the normal course of operations, the 
Department of National Defence provided office space free of 
charge for employees of the corporation. 


6. Lease commitments 


The corporation leases certain equipment and accommoda- 
tion in the performance of its operations. These arrangements 
include an occupancy agreement expiring August 1991 with the 
Department of Public Works for office accommodation. The 
future minimum lease payments are: 


Year ending March 31 $ 
NOOO eee recent tar barare curs entanoiei atcha areitelng) shastaychdvel srareith foal 269,915 
DOO Nearest aveero etek eters aharatsnat chstarsy weeleravevaiwie os) st afeteres ssa tevlons consi 242,507 
LOO Dap eaewetc est eveltare be recese ar eters ayarchcr ate arickats tales vs svedare: wus thave seh sie cee 106,90 ls 


619,323 


7. Contingencies 


Claims aggregating approximately $8,970,000 in respect of 
contractual obligations have been received by the corporation, 
but are not reflected in the accounts. In the opinion of manage- 
ment and legal counsel, the position of the corporation is 
defensible. However, the final outcome of such claims is not 
determinable. Any settlements resulting from the resolution of 
these claims will be funded through parliamentary appropria- 
tions of the Department of National Defence, in the year in 
which the settlements occur. 


8. Supplementary information 


The corporation’s contracting activity on behalf of govern- 
ment departments and agencies is summarized below: 


1989 1988 


(in thousands of dollars) 


Contracts in progress at beginning 


ol the:yeare fab asics testo. Dates antes 591,971 $22,472 

Contractsiawardedtne senna nite are $72,727 PLT 

1,164,698 796,009 

Contracts:completed Myrcmaccrr eee aa 190,676 204,038 

Contracts in progress at end of the year..... 974,022 591,971 
Payments on contracts in progress at 

End olthe:y Cateraerecsny- eee eee ee 572,448 472,282 


Work outstanding on contracts in progress 
auendlofithe yeateaanenereeitentani or : 401,574 119,689 
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SUMMARY PAGE 
ENTERPRISE CAPE BRETON CORPORATION 


MANDATE 


To promote and assist the financing and development of industry on the Island of Cape Breton to provide employment 
outside the coal producing industry and to broaden the base of the economy of the Island. 


BACKGROUND 


The Industrial Development Division (IDD) of the Cape Breton Development Corporation has been continued as a 
separate Crown corporation, Enterprise Cape Breton Corporation which commenced operation on December 1, 1988. 
To ensure coordination of development policies within the region, this corporation reports to the Minister responsible 
for Atlantic Canada Opportunities Agency, and the Agency and the corporation have the same President. Upon assuming 
the activities, programs and properties of the IDD, revised programs were established to promote industrial development 
on Cape Breton Island and in the northeast part of the Nova Scotia mainland. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 1750 
Sydney, Nova Scotia 
BIPIGT?, 

STATUS — Schedule III, Part I 


— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 
Minister for the purposes of the Atlantic Canada 
Opportunities Agency Act 


YEAR AND MEANS OF 1988; by The Government Organization Act, Atlantic Canada, 
INCORPORATION 1987. (S.C. A9885¢:50) 

CHIEF EXECUTIVE 

OFFICER Patrick Bates 

CHAIRMAN Stuart Hickey 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The corporation’s plans are that its financial year shall end on March 31. 


Balance Sheet 
March 31, 1989* 


MTOUAMASSCISMrmr eet te, «5 i... sac aires tre aise aura eet Ges oleae Se. 
Obligations tone private SCCLOl. wy ae mee cee a ene nil 
ODI CaO Ss OMe dr aC eet 20 an) er, mene rae seca nee a nil 
Bauity OL Cad amememrn eee eee ee en a ae 30.6 


*The corporation’s assets etc. at commencement of its operations are essentially those assumed when the business of the 
Industrial Development Division was transferred to it. 
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ENTERPRISE CAPE BRETON DEVELOPMENT 


THE AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 1989 
WERE NOT AVAILABLE AT DATE OF PRINTING 
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SUMMARY PAGE 
EXPORT DEVELOPMENT CORPORATION 


MANDATE 


Export Development Corporation (EDC) is Canada’s official export credit agency, responsible for facilitating and 
developing export trade by the provision of credit insurance, loans, guarantees, and other financial facilities to promote _ 
Canadian export trade. 


BACKGROUND 


In addition to its corporate activities, EDC administers for Canada certain export insurance and financing in support of 
export transactions considered to be in the national interest. 


CORPORATION DATA 


HEAD OFFICE 151 O’Connor Street 
P.O. Box 655 
Ottawa, Ontario 
K1P 5T9 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable John Crosbie, P.C., Q.C., M.P., 
Minister for International Trade. 
DEPARTMENT External Affairs 
YEAR AND MEANS OF 1969; by the Export Development Act, (R.S.C. 1985, c. E-20). 
INCORPORATION 
CHIEF EXECUTIVE R.L. Richardson 
OFFICER 
CHAIRMAN V.E. Daughney 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


CORPORATE ACCOUNT 1988 1987 1986 1985 
At the end of the year 
PROTA Sets eerie wit! ak och arena era apy Ct ele cae 6,522 6,933 (AWE 7,296 
Obs aGonsttomne: private SCCtOr stam y eiee eee ea 4,113 4,560 4,727 4,948 
Oi SAGO ne OMe ANAC A oc tts ad wigs een The ai are eer nil 2S 80 154 
EQuilwsotteanada gerne cette, c.' Soatee sachs se equtee aa 904 899 898 896 
Cash from Canada in the year 
Pra OCC AVEO rr iy in, cet area eae nil nil nil nil 
=—"MLONs DUC SC CAT ymees rae test alte 2 os! oes ac eee eg ee eee nil nil nil 37 
CANADA ACCOUNT 


At the end of the year 
Canada assets admitistered™-.. «2.2 eee ee 926 871 880 1,142 


* Obligations to the private sector reported here have been reduced by the amount of EDC’s cash and marketable | 
securities: 1988, $1,108 million; 1987, $1,039 million. 
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EXPORT DEVELOPMENT CORPORATION 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL 
STATEMENTS 


The financial statements contained in this annual report have 
been prepared by management in accordance with accounting prin- 
ciples generally accepted in Canada, consistently applied, which 
conform in all material respects with international accounting 
standards. The integrity and objectivity of the data in these finan- 
cial statements are management’s responsibility. The financial 
statements include some amounts, such as the allowance for losses 
on loans, that are necessarily based on management’s best estimates 
and judgement. 


In this report the Auditor General has stated that in his opinion 
the value of sovereign loans receivable are significantly overstated 
because management’s estimate for the allowance for losses is 
significantly understated and therefore does not conform to gener- 
ally accepted accounting principles. The basis for this qualification 
is that the Auditor General does not agree with the Corporation’s 
policy on the ultimate collectibility of sovereign loans receivable 
as stated in Note 2 to the financial statements. The Board of Direc- 
tors and management are in fundamental disagreement with the 
Auditor General’s opinion. 


During the year, the Corporation has recognized increasing risk 
in the loans receivable portfolio. In view of this, management has 
increased the charge to income relating to the general allowance as 
a reflection of its best estimate of the amount necessary to cover 
this risk. The Corporation’s non-accrual of income policy with 
respect to non-current loans together with provision expenses, has 
reduced revenue by $171.3 million in fiscal 1988 in response to 
repayment difficulties currently being experienced by many coun- 
tries. These policies and resultant allowances described in note 7 to 
the financial statements, when combined with the greatly improved 
quality of the committed but undisbursed loans receivable portfolio, 
have led the Board to conclude that ultimate recovery estimates on 
sovereign risk loans are proper and that additional loan loss reser- 
ves are neither necessary nor appropriate. 
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The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control and exercises this responsibility through the Audit Commit- 
tee of the Board, which is composed of directors who are not 
employees of the Corporation. The Audit Committee meets with 
management, the internal auditors and the Auditor General of Ca- 
nada on a regular basis. 


The Board of Directors is responsible for all business undertaken 
by the Corporation. Contracts which, in the opinion of the Board of 
Directors, involve risks for a term or an amount in excess of that 
which the Corporation would normally undertake, may be entered 
into under the authority of the Governor General in Council where 
the Minister considers them to be in the national interest. The Board 
of Directors is not accountable for such contracts, its obligation in 
relation thereto being limited to ensuring that they are administered 
in a sound manner. Funds required for such contracts are paid to the 
Corporation by Canada, and funds recovered are remitted to Cana- 
da, net of amounts withheld to cover related administrative 
expenses. The administration of accounts on behalf of Canada are 
shown in Note 13 to the Corporation’s financial statements. 

The Auditor General of Canada conducts an independent examin- 
ation, in accordance with generally accepted auditing standards, 
and expresses his opinion on the financial statements. His report is 
presented on the following page. 


R.L. Richardson 
President and Chief Executive Officer 


M.D.J. Bakker 
Senior Vice-President Finance and Treasurer 
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AUDITOR’S REPORT 


TO THE MINISTER FOR INTERNATIONAL TRADE 


I have examined the balance sheet of the Export Development 
Corporation as at December 31, 1988 and the statements of income 
and retained earnings and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards in Canada, conforming with Interna- 
tional Auditing Guidelines, and accordingly included such tests and 
other procedures as I considered necessary in the circumstances. 


Loans receivable of $5.346 billion include sovereign loans in the 
amount of $4.726 billion and a general allowance for losses on loans 
of $107.8 million. In my opinion, the value of sovereign loans 
receivable is significantly overstated because management’s esti- 
mate of the allowance for losses on loans is significantly 
understated and, therefore does not conform to generally accepted 
accounting principles. The scope of my examination was sufficient 
to enable me to reach this conclusion. I could not, however, deter- 
mine the precise magnitude of the overstatement of loans 
receivable. If an appropriate allowance for losses on loans had been 
established, the provision for losses on loans would have been 
significantly increased, net income would have become a signifi- 
cant loss for the year and retained earnings would likely have 
become a deficit. 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 
Loans receivable (Notes 3, 4, 5 and 6) 
Long-term Sacre cis le sets aietao eae tees 4,549,788 4,913,674 
Short=terim= 221s sce ceria oe erie ee eel 795,367 846,961 
5,345,155 5,760,635 
Accrued interest and fees .................. 167,970 223,220 
Shy) Bg 24) 5,983,855 
Less: allowance for losses on loans 
(Note st) gc wits: cen siemeie doen sereieiaty bo 166,635 163,135 
5,346,490 5,820,720 
Cash and marketable securities 
Cash and short-term deposits ............... 985,913 732,996 
Marketable securities 
(Market value: 1988—$122,231; 
1987——$3)145726)ieaeeiereee 121,838 305,673 
Accrued interest i. ecc ie cetanoreciicee eee 16,750 15,460 
1,124,501 1,054,129 
Other assets 
Unamortized debt discount and issue 
EX PENSESE md rate toh Pallete salsa minvetororm isin eee 30,183 39,755 
(OUTS: ci aS.6 on MO COOTER ENCE Re ry mene ae 21,279 18,124 
51,462 57,879 
6,522,453 6,932,728 


Commitments and contingent liabilities (Note 10) 


Approved by the Board of Directors: 
M. D. J. BAKKER 

Chief Financial Officer 

V. EDWARD DAUGHNEY 

Director 


R. L. RICHARDSON 
Director 
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In my opinion, except for the significant overstatement of the 
value of loans receivable as described in the preceding paragraph, 
these financial statements present fairly the financial position of the 
Corporation as at December 31, 1988 and the results of its oper- 
ations and the changes in its financial position for the year then 
ended in accordance with generally accepted accounting principles 
in Canada, conforming with International Accounting Standards, 
applied on a basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Export Development Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 


Ottaw ne Cana Auditor General of Canada 


March 1, 1989 


LIABILITIES 1988 1987 
Loans payable (Note 8) 
Longcterin aim yecocys th ereoke beens cea nets ; 2,882,223 2,899,497 
Current portion of 
lON=terim ey Lesko tach sede, ols ais, steele nectar es ) 470,520 1,030,025 
3,352,743 3,929,522 
Short-term taaneoscice es eee eee : 1,867,978 1,694,595 
§,220,721 5,624,117 
Accrued interestumras cic aeitenriscee eer inne : 165,988 202,660 
5,386,709 5,826,777 
Other liabilities and deferred revenues 
AACCOUNIS PaYale wai riLrrereter est retlete : 28,266 5,369 
Deferred revenues and other credits ........ : 159,241 165,769 
Allowance for claims on insurance 
and guarantees occiss senses sissieie cise ss : 44,567 35,369 
232,074 206,507 
SHAREHOLDER’S EQUITY 
Share‘capitali(NoteD) eeeac eine nite eter : 697,000 697,000 
Reserveifor/contingenciesiee ene eter eer : 100,000 100,000 
Retainediearmmings aden ieee ee ‘ 106,670 102,444 
903,670 899,444 
6,522,453 6,932,728 
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STATEMENT OF INCOME AND RETAINED EARNINGS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
- Loans and guarantees Operations 
Interestiearned arty crete coi P kena: svekacite pesto kaceerehs 481,829 SYZ INE) Statement of income 
ees.eamed sco crite costs hihucsiots 24,641 25,238 Netincome? caja ctnece secre cite tees ; 4,226 1,498 
Investinentinterest cathe (cen iemie it ori ree. 82,493 92,612 Items not affecting cash 
588,963 640,063 Provision for losses on loans ............ 81,926 50,710 
Provistonsior claims seein eet ; 12,721 8,468 
Interest expense Decrease in accruals of interest 
Longcterm! aencs ties see aoc aeebmaein oe 342,191 446,390 nerves Soeetn | hy URIQS soe YUBISnSS 3 17.184 67.019 
Short=termannteae arte eas Soe ae tons 141,198 123,400 Other changes OLE SCGL AG) AY Bas \ 15,873 4,197 
Provision for,lossesomloans, ..-.0..6 1626» <6 81,926 50,710 
131,930 131,892 
565,315 620,500 
Assets and liabilities 
23,648 19,563 Loans receivable disbursed ............... 5 (582,311) (622,940) 
Insurance and guarantees Boansireceivableirepaid tenicr: a). ae ete oe : 707,200 581,777 
Premiums and fees earned .................. 23552 19,762 Items not affecting cash 
Investment interest earned.................. 6,604 5,042 Net increase (decrease) in deferred 
30,131 24,804 LEVCNUCHP ISLE He. 2th. ae ea een (2,250) 44,166 
Provision tonclaimSen eee ce eee ee PATA 8,468 Interest rescheduled Bs S aeiiis pain be i (54,336) (126,988) 
Non-current loan interest written off ...... ‘ (65,455) (17,097) 
17,410 16,336 iar Me IRE Prt EROS a 
2,848 (141,082) 
Incomesfromioperattonsingtsaraqes «etses oe cers 41,058 35,899 Cc ’ , 
Administrative expenses .........0..e0eeeeee- 36,832 34,401 ash’provided:from (used 1n) 
— SS Operationsiork wtracye storcctemvers ae cower s ae ors : 134,778 (9,190) 
Net incomie:se.s ralrasia sectors Meee reece 4,226 1,498 T 
Retained earnings Satay f ' 
Bépinining oF vento Oa eorrin ier et 102,444 175,946 Soe OU Ong Lenn COO chivas aed Patan: Pine eee 
Desstiqanster te reserve for Repayment ofiiong-term debe ier eet ta : (1,022,593) (824,348) 
: ; Increasennishort-termiloans: «ence scene : 307,574 201,034 
CONUNSENCIES D4 2 ee oe Ge rai 75,000 
Erdarvearmon ce i te eae ie 106,670 102,444 Cashi provided from financingestds mis Apis ; eels 12,502 
Increase in cash and marketable 
SQCUritiesirsex te ciseys SERRE ore AE : 158,204 3312 
Foreign exchange on opening balance 
Oficashin ite eka ad. na tenn reer se ‘ (89,122) (58,409) 
Cash and marketable securities 
Beginninoyofeycalarnrsres ont. tsetse: : 1,038,669 1,093,766 


Endiof yéare sent tee eee celts estes : 1,107,751 1,038,669 
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EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 


1. 


Act of incorporation and corporate mandate 


Export Development Corporation was established on October 
1, 1969 by the Export Development Act, a statute of the Parlia- 
ment of Canada. The Corporation was created as an agent of 
Her Majesty in right of Canada for the purpose of facilitating 
and developing trade between Canada and other countries, by 
the provision of loans, guarantees and insurance. The Corpora- 
tion is accountable for its affairs to Parliament through the 
Minister for International Trade. 


Summary of significant accounting policies 


These financial statements are prepared in accordance with 
accounting principles generally accepted in Canada, consistent- 
ly applied, and conform in all material respects with 
international accounting standards. A summary of significant 
accounting policies follows: 


Loans receivable 


Loans receivable, mainly to sovereign entities, are stated in 
the Canadian dollar equivalent of the original amounts dis- 
bursed less repayments and includes where applicable interest 
capitalized as part of the rescheduling or restructuring process 
of loans with payment difficulties. 

As an export credit agency and an agent of Her Majesty in 
right of Canada, the Corporation benefits from Canada’s mem- 
bership in the Paris Club, an international group, formed to deal 
on a multilateral basis with payment difficulties experienced by 
sovereign entities. Through the auspices of this Club and with 
subsequent negotiation, rescheduling agreements are arranged 
coupled with the implementation of International Monetary 
Fund disciplines to alleviate these payment problems. This 
negotiation process normally takes up to one year and is con- 
sidered by the Corporation as part of its normal collection 
routine. 


It is management’s opinion, based on the Corporation’s ex- 
perience, that except in the rare instance of outright repudiation 
or the write-off of asset value agreed to by creditors the ulti- 
mate collectibility of a sovereign obligation is not subject to 
question although indefinite delays in repayment of principal 
and interest may have to be accepted. This opinion is also 
shared by the Government of Canada as stated in its accounting 
policies in the Public Accounts. Although it is not possible at 
this time for management to accurately determine the amount, 
if any, of the financial impact of these uncertainties and delays, 
the Corporation in order to be prudent has established policies 
with respect to non-current sovereign loans and a general allow- 
ance for any financial impact from these loans. 


Non-current loans receivable 


Subsequent to a review of the payment history and an assess- 
ment of the collectibility of the loans, the Corporation may 
deem certain loans non-current. Non-current is defined as any 
loan where there is significant doubt as to collectibility in the 
short to medium term, where significant payments have not 
been received for a period of one year after a rescheduling 
agreement has been signed, or two years where rescheduling 
measures have not been undertaken. As a result, the Corporation 
terminates all interest accruals on these loans and reverses 
previously accrued interest over the twelve month period fol- 
lowing the loan becoming non-current. As well the 
capitalization of interest in future rescheduling agreements is 
not recognized for accounting purposes. 


Non-current loans are restored to an accrual basis when regu- 
lar repayment patterns of all or substantially all amounts due 
have been established, which is usually over a one to two year 
time period and normally after a rescheduling agreement has 
been signed, and there is reasonable assurance that the repay- 
ment pattern will continue in future years. 
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In addition to not recognizing interest on these loans, any 
undisbursed balances on signed loan agreements are cancelled 
or frozen, and sovereign borrowers are declared ineligible for 
further financing to prevent any increased exposure resulting 
from new business. 


Specific allowance for losses on commercial loans receivable 


The allowance for losses on loans is based on a review of 
collectibility, at least annually, of all loans to commercial bor- 
rowers. As the result of this review the Corporation charges to 
income an amount sufficient to specifically provide for poten- 
tial losses on commercial loans. The allowance is deducted 
from the loans receivable portfolio to reflect the impairment of 
the related commercial loan assets. 


General allowance for losses on loans receivable 


In addition to specific allowances for losses on commercial 
loans, the Corporation prudently sets aside a general allowance, 
equal to two per cent of the loans receivable portfolio for which 
no specific provision has been made. This allowance reflects 
management’s estimate of the potential costs associated with 
delays in receipt of payments, which would require the Corpor- 
ation, in accordance with the non-current policy, to charge 
previously recognized interest revenue on these loans to the 
allowance. Although this allowance is unrelated to any specific 
loan principal, either sovereign or commercial, it is also de- 
ducted from loans assets which include accrued interest and 
fees. 


Reserve for contingencies 


The Corporation has established, through transfers from re- 
tained earnings, a reserve for contingencies with respect to 
possible unforeseen decreases in the value of loans receivable 
or claims on insurance and guarantees. Subsequent reductions, 
if any, in the reserve for contingencies will be credited to 
retained earnings. 


Non-accrued interest on loans receivable 


The cumulative amount of non-accrued interest and non-rec- 
ognized capitalized interest has the effect over time of 
increasing the amounts legally due to the Corporation. This is 
recognized in the ongoing collection process and the reschedul- 
ing negotiations. It is management’s best estimate that this 
accounting approach is the most appropriate and provides the 
Corporation with additional off balance sheet allowances. 


Loan interest and fees earned 


Interest is accrued on principal receivable until such time as 
the loan becomes non-current. 

Loan fees are taken into income over the disbursement and 
repayment periods of a loan. 


Marketable securities 


Marketable securities are valued at the lower of cost and 
market value as at the balance sheet date. 


Allowance for claims on insurance and guarantees 


The Corporation provides for claims based on claims experi- 
ence augmented, if necessary, by a specific provision based on 
a review of contingent liabilities. Claims payments are recorded 
at estimated recoverable values and included with other assets 
and non-recoverable amounts are charged to the allowance. 
Subsequent net gains or losses on recovery are credited or 
charged to the allowance. 


Investment interest earned 


Investment interest, which is substantially earned outside 
Canada, is prorated between loans and guarantees and insurance 
and guarantees on the basis of average funds invested. 


PUBLIC ACCOUNTS, 1988-89 203 
EXPORT DEVELOPMENT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS—Continued 


3. Loans receivable 


Interest expense 


Interest expense includes hedging expenses, and the amorti- 
zation of debt discount and issue expenses which are charged 
to income over the life of the debt on a straight line basis. 


Insurance premiums 


Insurance premiums and fees are earned in Canada. For short- 
term insurance policies, premiums are taken into income at the 
commencement of coverage. Premiums on other export insur- 
ance policies are taken into income, using methods which 
generally reflect the exposures over the terms of the policies. 
Foreign investment insurance premiums are taken into income 
evenly over the terms of coverage, except that the premium in 
the first year is taken into income in its entirety when received. 


Translation of foreign currency 


The Corporation hedges its U.S. dollar assets and liabilities 
on a total portfolio basis. Any net exposure to future changes 
in the U.S. dollar foreign exchange rate is due to short-term 
timing differences in cash flows. It is the Corporation’s policy 
to manage assets and liabilities denominated in U.S. dollars in 
such a way as to minimize this net exposure. Accordingly, 
assets and liabilities denominated in U.S. dollars are translated 
into Canadian dollars at exchange rates prevailing at year-end. 


Gains and losses relating to the translation of any unhedged 
long-term foreign currency assets or liabilities in other than 
U.S. dollars are deferred and amortized on a straight line basis 
over the remaining life of the asset or liability. The unamortized 
balance of the deferred exchange gains or losses is included in 
deferred revenues or other assets. 

Income and expenses are translated at average monthly ex- 
change rates in effect during the year. Exchange gains and 
losses resulting from the translation of foreign currency balan- 
ces and transactions are reported with investment interest 
earned. 


Performing and non-current loans receivable from both 
sovereign and commercial borrowers are mostly at fixed inter- 
est rates established in competition with similar export credit 
agencies in other countries and generally below commercial 
rates. These loans mature as follows: 


December 31 


1988 1987 
(in thousands of dollars) 
INOn=CUrren tiene ie eh serine ohare tte oy assy 692,468 651,414 
Within 12 months 
al Ob et Leki PiS tad Hin ists hide Oeics ost cofihee 540,195 608,636 
=F oating priors adc css cle oo A a oe 108,174 92,725 
Overduere. fae 4 hatin naitiee roe teed ‘ 146,998 145,600 
LORD sermircnttnmeter eae aCe meso es : 706,176 
GOO: Rernac ase eeirkc. o ceaiete. is rev nstare acon naslevale : 688,819 681,089 
IVE) Wear PRS Oe ernaie avec anaes 5 630,588 642,046 
[QOD ee thon wt hs ancient Moe tee : 572,785 563,070 
LOO SSA Te Ne td Site tein o aretos tes ; 445,808 418,680 
199421998 ee OS Re Da ROE Me EO : 1,298,611 1,030,153 
1999' and'thereafter a Mes. soe oon ea ; 220,709 221,046 
TOtal csc crane er ette vias or antec rackets rots : 5,345,155 5,760,635 


Commercial loans included above ........ ; 769,060 992,344 


Floating rate loans, generally based 
on LIBOR rates, included 


in total Loaristbrs sete eee eerie: ‘ 1,276,692 1,126,556 
The geographic distribution of these loans 

is as follows: 
PacificrandsNorthvAstaietc. ca cemnccsyce oe : 562,986 628,873 
Southi Asia aback oo cto caeiek ies : 372,815 341,868 
Middle East and East Africa............. 5 397,349 410,692 
Northrand|\West-Atrical asc. a.m ae ; 1,119,639 1,143,924 
BastemiBuropeg sei te ciostais «suetscoe nates .oco.s : 641,320 769,871 
WestermiBUrOpelarsmr. jess renee aise «s)ees : 479,018 502,203 
WSAtand|Cantbbeanls ses. taeieccin cee : 455,453 539,614 
Mexico and Central America ............ : 297,716 335,954 
South Amencaveast airs 420s csternlae aie oes A 467,561 529,014 
South America West ......... ert aisaend, antes 4 $51,298 $58,622 


5,345,155 5,760,635 


. Overdues on performing loans receivable 


Amounts overdue consist of principal instalments and billed 
interest and fees that have not been received in accordance with 
the specified terms contained in the related loan agreements. 

The geographic distribution of the overdue principal and 
recognized interest, in the amounts of $146,998 thousand 
(1987—$145,600 thousand) and $62,612 thousand (1987— 
$124,104 thousand) respectively, is as follows: 


December 31 


1988 1987 

(in thousands of dollars) 
Pacificrand( NorthiAsia estes cee eee : 2,283 4,904 
SOUtHIA Sia Face serene tive ie aes ok Were in : 468 
Middle East and East Africa............. , 22,927 73,060 
NorthiandaWest-Atrical se. otrestt eto ntear. é 29,178 30,652 
Easter Buropemen mniaarnry.t terior ne - iW 21 
Western Europe ....- 4... stir thsot shaeees : 5,388 20,911 
WSAvand.Ganibbean fasicsy: teebalte seer: F 16,469 287 
Mexico and Central America ............ : 2,748 17,526 
SouthrAmentcaeastaemrenierl ttt. tiaes ; 124,811 74,232 
SouthyA mencal Westerecaycritars ensure ors sicker : 5,799 47,643 


INE Le AS Ata Oe bites 2.68 c be aos) oe : 209,610 269,704 
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NOTES TO FINANCIAL STATEMENTS—Continued 


5 


Rescheduled and restructured amounts on performing 
loans receivable 


Rescheduled and restructured amounts during the year are as 
follows: 


December 31 


1988 1987 
(in thousands of dollars) 
Principal reve reregn cusreieacy sus eirauss the ase eus sie e eie\e 108,175 197,706 
Inferes taper eek social ate caine wares 50,095 80,265 
158,270 277,971 


The geographic distribution of rescheduled and restructured 
loans receivable is as follows: 


December 31 


1988 1987 


(in thousands of dollars) 
15,796 9,076 
South Asia) se gtiiavetaca sea cwtyore auyevdenetusne 799 


Middle East and East Africa .............. 83,585 
North-and: WestAtricars 06 .mcgiianaistac see 143,094 148,462 
Basterm Europese see citer et tater tions 
Wiestemmiinropeger cure cts stars) aise ae 64,972 96,298 
WS Avandi@artb beanie 2.05 aosicio caeckes 37,830 44,127 
Mexico and Central America ............. 69,335 87,732 
SouthtAmericaBastascnmiae care oo eee 167,329 181,544 
SouthsAmentcaewest = acter ahha ced hese 19,773 11,241 
601,714 579,279 
Commercial amounts included above....... 38,614 68,162 
NGROUNTSLOVErdU Cae ae mien rsracin sora iene 15,765 33,395 


. Non-current loans receivable 


Due to the weakening of economic conditions over time, 
certain loans, where there is risk of long repayment delays or, 
in respect of commercial loans, significant doubt as to collec- 
tibility, are placed in the non-current category. Non-current 
amounts receivable are as follows: 


December 31 


1988 1987 


(in thousands of dollars) 
Sovereign, mainly in Eastern Europe 


and SouthyAmericas West sasitasmars aan 593,208 585,533 
Commercial, mainly in the USA........... 99,260 121,199 
692,468 706,732 


In addition, at December 31, 1988, the accumulated interest 
not recognized on loans amounted to $341,122 thousand 
(1987—$205,697 thousand) of which $286,063 thousand re- 
lated to sovereign loans (1987—$163,109 thousand). Total 
interest On non-current loans not recognized as revenue in 1988 
amounted to $89,438 thousand (1987—$79,729 thousand). 
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. Allowances and reserves 


Allowances and reserves are as follows: 


December 31 


1988 1987 
(in thousands of dollars) 
Loans 
Generaltallowance-% ses sear cc on tae 107,819 78,108 
Specitictallowancestaone serene te 58,816 85,027 
166,635 163,135 
Off balance sheet allowance 
Non-accrued interest revenue ....... “ 341,122 205,697 
Insurance 
Allowance forclaims ass. sce ee 3 44,567 35,369 
Reserve for contingencies s+. ee : 100,000 100,000 


Loans 


Allowances were increased by $171,364 thousand (1987— 
$130,439 thousand) in the year of which $81,926 thousand 
(1987—$50,710 thousand) was charged through the income 
statement. 

The $89,438 thousand (1987—$79,729 thousand) of non-ac- 
crued revenue in the year was augmented by $65,455 thousand 
(1987—$17,097 thousand) written off interest accrued on non- 
current loans during the one to two year qualification period. 
In accordance with Corporate accounting policies this write-off 
was charged against the general allowance. 

Other decreases in the allowances and accumulated non-ac- 
crued revenue were due mainly to foreign exchange on U.S. 
dollar denominated sections of the allowance of $12,971 thou- 
sand and $19,468 thousand (1987—$6,839 thousand and $5,621 
thousand). 


Insurance 


The allowance for claims was augmented by $12,721 thou- 
sand (1987—$8,468 thousand) in the year. Net write-offs 
against the allowance totalled $3,523 thousand (1987—$6,511 
thousand). 


Reserve for contingencies 


The reserve for contingencies was not augmented by transfers 
from retained earnings in 1988 (1987—$75 million). 


. Loans payable 


Loans payable mature as follows: 
December 31 
1988 1987 


(in thousands of dollars) 
Within 12 months 


Se) EDs Wee ee Re Deen CIMA NO eR ars $18,221 1,045,223 

= ESLOALING yiars senses shins cevo)-o ensteve Talseaieter th oer ote 1,820,277 1,679,397 
LO SOR. 3, 00s PRION PO Ee SAE 8 Sait : $11,220 
[990 Wee rae ete nt era ae Bae ; TSS. 804,305 
LOOT wet. Gost et Leet Hees. 5 $ 540,142 336,693 
OOD as Felt fe ett le. Ser cgi Saree , 633,222 570,718 
199305005. Aa ERA: RRS cS ; 229,797 136,426 
1994:toy1998 scet. earn. es Se aan F 705,545 540,135 
TOtalWe se eta rk are tae eer ent es Salers Geeta : 5,220,721 5,624,117 
Commercial loans included above 

Fixed interest rates from 5.38% to 13.5% 

(1987—5.38% to 14.13%) .......... ; 2,645,172 3,336,229 

Floating rate and short-term fixed rate 

revolvingdoanSinwss nc seen ae , 2,575,549 2,262,888 
Canada loans included above 

(1987—Fixed interest rate at 8.375%) .. . 25,000 


| 
{ 
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EXPORT DEVELOPMENT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS—Concluded 


10. 


sue 


The Corporation also had lines of credit and overdraft fa- 
cilities aggregating $2,618 million at December 31, 1988 
(1987-——$3,555 million). 


. Share Capital 


The authorized share capital is $1.5 billion consisting of 15 
million shares with a par value of $100 each. The number of 
shares issued and fully paid is 6,970 thousand (1987—6,970 
thousand). 


Statutory limits, commitments and contingent liabilities 


The Export Development Act (the Act) allows the Corpora- 
tion to have outstanding loans and commitments to foreign 
borrowers up to a maximum of $15 billion. The position against 
this limit, determined in accordance with the requirements of 
the Act, is $7,337 million (1987—$7,704 million). Of this 
amount, undisbursed commitments on signed loan agreements 
at face rates from 7.40% to 12.50% is $1,933 million (1987— 
$1,868 million) with the balance representing loans receivable 
and loans with recourse to the Corporation. 


The Corporation expects to fund these undisbursed commit- 
ments near the time of their disbursement, typically over a three 
year period, by issuing a combination of debt instruments in 
world capital markets at commercial rates of interest and capi- 
tal stock. The Corporation generally attempts to match debt 
maturities and currencies with those of its average export loans. 

The Act also specifies that the Corporation can incur lia- 
bilities under contracts of insurance, related guarantees and 
guarantees pertaining to the lending program, up to a maximum 
of $15 billion. The position against this limit, determined in 
accordance with the requirements of the Act, is $3,431 million 
(1987—$3,047 million). 

Contingent liabilities of the Corporation included in the 
above positions amounted to $2,754 million (1987—$2,273 
million). Of this amount, $61 million (1987—$67 million) re- 
lated to loan guarantees and bank participations. The balance 
pertained to the Corporation’s insurance activities. 

The Act allows the Corporation to borrow up to a maximum 
of ten times the aggregate of its paid-in capital from time to 
time and the retained earnings determined in accordance with 
the most recent audited financial statements. As at December 
31, 1988, this formula produced a limit of $7,994 million 
(1987—$8,729 million) against which borrowings amounted to 
$5,221 million (1987—$5,624 million). 


Foreign currency balances 


The Corporation has substantial assets and liabilities in U.S. 
dollars and in other currencies. The Canadian dollar equivalent 
after taking into consideration forward exchange contracts is as 
follows: 


December 31 


1988 1987 
(in thousands of dollars) 
U.S. Dollars 
ASSELS, (occ PS SIGS oevetecd or sie epg SR Re le wtsedeves 4,634,279 5,082,409 
Wiabiith esis ercersssencreve rs) yereisaege eter oes 4,680,168 5,236,999 
NeHEXpOSUre! mnpamcianisncceeniers anys alersee (45,889) (154,590) 
Rate of exchange U.S. $1.00 ........... 1.1925 1.2993 
Austrian schillings, British pounds, Deutsche 
marks, European Currency units, 
French francs, Swiss francs and Yen 
SSCL Short, sinaceray aie risttont a aa ora meee ors s (os 228,003 119,284 
Liabilitiesets eta? <8 Srciaeieg «ie cscro ences 188,697 95,964 
INethexpOsute pater cicnice rie it ar 39,306 23,320 
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12. Related party transactions 
Transactions with Canada are summarized as follows: 
December 31 
1988 1987 


(in thousands of dollars) 


Income and expense items 


UNESCO VUSNSS a sodicooodenononubean o¢ 1,648 3,603 
Less: administrative expenses 
TECOVELC ts caetc tera hott tate 6,923 6,622 
interestiearnedmeen tise be enero ae 470 469 
(5,745) (3,488) 


December 31 


1988 1987 


(in thousands of dollars) 


Amounts due to (due from) Canada 
Canada bonds, bearing interest at the rate 
of 9.50% maturing in 1994 ........... (5,028) (5,033) 
Aceruediunterestrecelvablees ae aaeiecee (22) (22) 


Accounts administered for Canada ....... 21,209 426 
Long-term loans payable ............... 25,000 
Accrued interes tipayable wycriae ita ee 447 

16,159 20,818 


The Government of Canada has established an understanding 
that it will seek Parliamentary appropriations to eliminate any 
losses the Corporation might incur. No such appropriation has 
been required to date. 

The Corporation is not subject to the requirements of the 
Income Tax Act with respect to its earnings. 

The Corporation also enters into transactions with other 
Crown corporations in the normal course of business. 


13. Accounts administered for Canada 


(a) Pursuant to the Act, the Corporation administers for Cana- 
da certain loans and insurance programs entered into under 
the authority of the Governor in Council for which the 
Board of Directors is not accountable other than in respect 
of the administration of the contracts. These accounts are 
maintained separately from the Corporation’s accounts, 
and are consolidated annually as at March 31 with the 
financial statements of the Government of Canada which 
are reported upon separately by the Auditor General of 
Canada. The assets administered for Canada, mainly loans 
receivable and accrued interest and fees recorded in ac- 
cordance with accounting policies and practices approved 
by the Government of Canada, amounted to $926 million 
(1987—$871 million). 


(b) Canada account statutory limits, commitments and contin- 
gent liabilities 
The Act allows the Accounts administered for Canada to 
have outstanding loans and commitments to foreign borro- 
wers up to a maximum of $6 billion. The position against 
this limit, determined in accordance with the requirements 
of the Act, is $1,201 million (1987—$956 million). 
The Act also specifies that the Accounts administered for 
Canada can incur liabilities under contracts of insurance, 
related guarantees and guarantees pertaining to the lending 
program up to a maximum of $7 billion. The position 
against this limit, determined in accordance with the re- 
quirements of the Act, is $321 million (1987—$370 
million). Contingent liabilities of the Accounts Adminis- 
tered for Canada included in the above positions amounted 
to $298 million (1987—$330 million). 
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SUMMARY PAGE 
FARM CREDIT CORPORATION 


MANDATE 


To assist Canadian farmers to establish and develop viable farm enterprises through the provision of long-term credit 
and other financial services. 


BACKGROUND 


Since 1959, under the authority of the Farm Credit Act, the corporation has made mortgage loans to farmers for the 
purchase of farm land, livestock and machinery, for permanent farm improvements and to refinance debt. Under the 
authority of the Farm Syndicates Credit Act, the corporation may make loans to groups of farmers for the joint acquisition 
of agricultural facilities and equipment. The maximum loan for an individual farm is $600,000 and for a syndicate is 
$100,000. As at March 31, 1989 the corporation had 67,216 loans outstanding. The corporation maintains six regional 
offices and about 100 district and field offices. 

The corporation’s loan payments (receivable) in arrears declined in total in 1988-89 following eleven successive years 
of increase in these arrears. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 2314, Station D 
434 Queen Street 
Ottawa, Ontario 


K1P 6J9 
STATUS — Schedule III, Part I 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Don Mazankowski, P.C., M.P. 

Deputy Prime Minister and Minister of Agriculture 
DEPARTMENT Agriculture 
YEAR AND MEANS OF 1959; by the Farm Credit Act (R.S.C. 1985, c. F-2). Its predecessor 
INCORPORATION was the Canadian Farm Loan Board, founded in 1929. 
CHAIRMAN AND CHIEF James J. Hewitt 


EXECUTIVE OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

g ROLE ANSSSISY -: caesar aeliremetete iyi di, Aca Aa RRM 4,032 4,307 4,909 5,015 

Oblizavionsitomne DLivale SCCLOR ak nn an egg eee 1,328 1,328 1,600 984 

Obligations tosGanadass.« «i ovkrasratoh. Hapland coe dis os ae 3,254 3,486 e305 3,896 

Equity of Canadavens: 200. 16 Bia OOP IO ss a a. oot (671) (637) (125) 8 
Cash from Canada in the period 

meme 511 Fah 1g MN OR Ra RUE SEP RAPE TEL Poet gears nil [S* 5 nil 

— non-budgetary, net of loans repaid ...............020-- (229) 179 (591) (214) 


* In addition to the direct payments from Canada, the corporation received cash from the Department of Agriculture in 
compensation for financial concessions to clients(1987-88, $18.4 million). 
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MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The accompanying financial statements of Farm Credit Corpora- 
tion and all information in this annual report are the responsibility 
of management and have been approved by the Board of Directors. 
The financial statements include some amounts, such as the allow- 
ance for loan losses, that are necessarily based on management’s 
estimates and judgement. 


The financial statements have been prepared in accordance with 
accounting principles which are generally accepted in Canada and 
which have been consistently applied. Financial information 
presented elsewhere in the annual report is consistent with that 
contained in the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements, management maintains financial and man- 
agement control systems and practices designed to provide 
reasonable assurance that transactions are authorized, assets are 
safeguarded and proper records are maintained. The system of 
internal control is augmented by internal audit which conducts 
periodic reviews of different aspects of the Corporation’s oper- 
ations. In addition, the internal and external auditors have full and 
free access to the Audit Committee of the Board, which oversees 
management’s responsibilities for maintaining adequate control 
systems and the quality of financial reporting. 


A special examination of the Corporation’s systems and practices 
was due to be completed by September 1, 1989. The Board decided 
to reschedule the special examination to begin in September, 1989 
with the report due in December, 1990. This decision is based on 
the Corporation deriving greater benefits from the examination 
being performed on practices and systems which are currently in 
the process of being implemented. 


The independent auditor, the Auditor General of Canada, is re- 
sponsible for auditing the financial statements and for issuing his 
report thereon. 


James J. Hewitt, C.M.A. 
Chairman and Chief Executive Officer 


Max Pierce 
Senior Vice-President 
Finance 

BALANCE SHEET AS AT MARCH 31, 1989 

(in thousands of dollars) 

ASSETS 1989 1988 
Cash and short-term investments ............ 40,894 18,981 
Accounts recelvable seas merece ies siete 4,720 632 
Loans, net of allowance for loan losses of 

$350,000 (1988—$500,000) 

(Notesi3 and'4) reise AX. SR ees eee ae ee 3,832,351 4,201,630 
Real estate acquired in settlement of loans 

(Note/5 nent cui be Res noha 135,642 66,204 
Fixed assets\(Notei6)h. o.tcdeme seis eke teres: rere 3,793 3,481 
Unamortized debt discount and issue 

EXPensesimas -.-5 eaves shyan. Lene Oe eee eae 14,319 19,467 

4,031,719 4,310,395 


The accompanying notes are an integral part of the financial statements. 
_ Approved by: 


JAMES J. HEWITT, C.M.A. 
Chairman and Chief Executive Officer 


MAX PIERCE 
Senior Vice-President, Finance 
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AUDITOR’S REPORT 
TO THE MINISTER OF AGRICULTURE 


I have examined the balance sheet of Farm Credit Corporation as 
at March 31, 1989 and the statements of operations and deficit and 
changes in cash position for the year then ended. My examination 
was made in accordance with generally accepted auditing stand- 
ards, and accordingly included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its cash position for the 
year then ended in accordance with general accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Section 138 of the Financial Administration Act requires the 
Corporation to cause a special examination of its systems and 
practices to be carried out at least once every five years. Accord- 
ingly, the first special examination should be completed by 
September 1, 1989. However, on December 15, 1988, the Corpora- 
tion decided that, in view of the significant changes planned to its 
systems and practices, December 1990 would be established as the 
date for completion of the first special examination. This decision 
to defer the completion date is not in accordance with Part X of the 
Financial Administration Act. 


Further, in my opinion, except that the Corporation has decided 
to defer the completion of the special examination beyond the 
deadline established by Part X of the Financial Administration Act 
as described in the preceding paragraph, the transactions of the 
Corporation that have come to my notice during my examination of 
the financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and 
regulations, the Farm Credit Act and the by-laws of the Corporation. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


June 9, 1989 


LIABILITIES 1989 1988 


Accounts payable and accrued liabilities .... . 6,549 7,174 
Short-terminotes# yc rece t eee 3 69,269 181,943 
Provision for employee termination 

benefits: oiira steer ee eer tec reste tsinerecrs : 2,807 2,340 


Loans payable (Notes 7 and 8)............. : 4,624,285 4,755,567 
4,702,910 4,947,024 

DEFICIENCY OF CANADA 
Contributed capital (Notes 9 and 15)........ : 218,333 218,333 
I DY=5 FCS) (i ga eis a en ee Ne Reta ere : (889,524) (854,962) 
(671,191) (636,629) 
4,031,719 4,310,395 
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FARM CREDIT CORPORATION—Continued 


STATEMENT OF OPERATIONS AND DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 

Interest income 

Hoans ne CLV ADC unre kaeii eter seater eluates 389,410 377,867 

Short-temmiinVestments einer ne ivaciserkticrest 5,581 Pe NBY 

394,991 379,999 

Interest expense 

LOansspayables genicn dite rte eis aot 410,972 452,045 

Short-term notes ersoae spre shes 315 2s eo oktane Se 11,840 15,054 

422,812 467,099 

INetinterest:expenses ise cis rier tore 27,821 87,100 
Provision for loan losses—Current year 

lendingi(Note’4(a)) i Aeraietaeis el stsete eraser eeteryor> 2,203 9,044 
Lease and other revenue from real estate, 

net of operating expenses of $5,653 

(MOSS—==SO'S68) tae nee eee eiceiero ct = (11,157) (1,570) 
Otherincomei sees FE Peek ee eh ele oe (1,377) (3,074) 
Loss before administrative expenses ........... 17,490 91,500 
Administrative expenses (Note 10) ...........- 39,444 35,338 
Loss from current year’s operations ............ 56,934 126,838 
Change in estimate—Provision for loan 

lossesi(NoteA(b)) hasten este. Oar-t. Rita tomer erote te (22,372) 385,000 
PossulOrathicny Calampreiter trates uaty variates as 34,562 511,838 
Deficit at beginning of the year ............... 854,962 343,124 
Deficit-at endiofathenycat.ancper retain doce arraelanks 889,524 854,962 


The accompanying notes are an integral part of the financial statements. 
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STATEMENT OF CHANGES IN CASH POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 H 
(in thousands of dollars) 


1989 1988 
Operating activities 
OSSHOL tleny cal macnrontsts tiene terrae rene renter 2 (34,562) (511,838) 
Items not involving cash 
Net provision for loan losses ............ : (20,169) 394,044 


Government compensation for loan 
losses {. JPR ns eo teeOe tee acta . 15,000 


Change in accrued interest receivable ..... ; 36,159 (3,150) 
Change in accrued interest payable ....... F (14,736) 1,676 
Amortization of debt discount and issue 
QyVaWay  do@oed hides cuss Gdobbics ogo ; 5,148 5,351 
Depreciation and other 0. oy. wie ela E (3,012) 3,448 
Cash provided by (used in) operating 
ACTLVILIES,. rag gr etexs tasks taht hopshoas seh > os teers A (31,172) (95,469) 
Investing activities 
Boans to farmers ina eel dae cee eke em eee . (107,958) (240,626) 
Jeoans receivablesrepaid\ eye tatnes titans ; 313,258 328,360 


Proceeds from disposal of real estate ....... ; 78,551 29,231 


Additions to fixed assets | eis es. a. 19+ 12 hee ; (1,546) (1,381) 
Cash provided by (used in) investing 

ACUIVILLE Sigenm, SPkerectensyeto or aiuto uae hoa ; 282,305 115,584 
Financing activities 

Loansifrom)@anada®. sagaem ek selene sree : 130,350 345,600 

Boans repaidito Canadatianny acer order tetnet: Z (246,896) (345,600) 

Change in short-term notes ............-.- ; (112,674) (89,628) 
Cash provided by (used in) financing 

ACLINADIES: Sernclotns re ceseeaoe ier sa ener erore aR ere é (229,220) (89,628) 
Increase (decrease) in cash and short-term 

INVESEMENIS 4 Ane ete ePn Ree oe te ee : 21,913 (69,513) 
Cash and short-term investments at beginning 

ofsthely carecne sata teeta eer er : 18,981 88,494 
Cash and short-term investments at end 

ofithenyeatyera. voce bier cite kee Fee : 40,894 18,981 


The accompanying notes are an integral part of the financial statements. 
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FARM CREDIT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. The Corporation 


(a)Authority and objectives 


(b) 


Farm Credit Corporation ("the Corporation") was estab- 
lished in 1959 by the Farm Credit Act as the successor to 
the Canadian Farm Loan Board and is an agent Crown 
corporation named in Part I of Schedule III to the Financial 
Administration Act. The Corporation makes and adminis- 
ters farm loans under the authority of the Farm Credit Act 
and the Farm Syndicates Credit Act, and administers pro- 
grams as requested by the Government of Canada ("the 
government"). 

The Corporation’s role, as clarified in the Corporate Plan 
approved in 1988, is to provide mortgage credit and com- 
plementary financial services to Canadian farmers on a 
break-even basis and, when called upon by the government, 
to deliver specific government programs on a cost-recovery 
basis. 


Recovery plan 


During the year, the government approved a recovery plan 
for the Corporation. The plan covers a four-year period 
ending March 31, 1992. It provides, among other things, for 
the financial restructuring of the Corporation and estab- 
lishes operating policies and management guidelines within 
which the Corporation is to operate. As part of the first 
phase of recovery, the plan provides for the conversion to 
contributed capital of $400 million of loans payable to 
Canada. 


.2. Significant accounting policies 


(a) 


Allowance for loan losses 


The allowance for loan losses represents management’s 
estimate of probable losses on the loans outstanding at the 
end of the year. The allowance has a specific component 
which is based on the review of outstanding undersecured 
loans and a general component, which is prudential in 
nature, to provide for loan losses which have not yet been 
specifically identified. 

The allowance is based on a periodic evaluation of the loan 
portfolio in which numerous factors are considered, includ- 
ing future land values, commodity prices, federal and 
provincial governments’ programs, and climatic condi- 
tions. Management has estimated the effect of these risks 
and uncertainties when determining the allowance for loan 
losses. 

The government has agreed to reimburse the Corporation 
for concessions it will make to farmers over the next two 
years as a result of its participation in the Farm Debt 
Review Board process. The type of concessions to be made 
through the process, and the extent to which they will 
reduce the Corporation’s loan losses, are not presently 
known. They are, therefore, not included in establishing the 
allowance for loan losses. 

Actual loan losses, write-downs of acquired real estate, and 
losses on the sale of real estate are charged to the allowance 
while recoveries are credited to the allowance. Adjustments 
of the allowance to the level regarded by management as 
being appropriate are applied to operations. 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 
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Revenue recognition 


Interest income is recorded on the accrual basis until such 
time as management determines that a loan should be classi- 
fied as non-accrual. A loan is classified as non-accrual 
when principal or interest is six months past due unless the 
loan is well secured, or when circumstances indicate doubt 
as to the ultimate collectibility of principal or interest. 
When a loan is classified as non-accrual, uncollected inter- 
est recognized in the year is reversed against interest 
income and, where necessary, uncollected interest recog- 
nized in previous years is provided for in the allowance for 
loan losses. 

Interest payments received on non-accrual loans are re- 
corded as interest income on a cash basis, where it has been 
determined that the loan does not require a specific provi- 
sion for loss; otherwise, they are credited to principal. 
Non-accrual loans may return to accrual status when, in 
management’s opinion, the ultimate collection of principal 
and interest is reasonably assured. 

Loan fees and charges are recorded as other income when 
earned. 


Real estate acquired in settlement of loans 


Real estate is recorded at the lower of the amount of the 
loan outstanding or the estimated net realizable value at the 
time of acquisition. Subsequent declines in estimated net 
realizable value are recorded in the year in which they 
occur. 


Farm debt review process 


Amounts received on behalf of farmers for concessions 
granted by the Corporation under the farm debt review 
process are applied as if they had been received directly 
from the farmers. 


Fixed assets 


Fixed assets are recorded at cost less accumulated depreci- 
ation or amortization. Depreciation and amortization are 
provided over the estimated useful lives of the fixed assets 
according to the following methods and rates: 


Methods Rates 
Equipment and Declining 
furniture balance 20% 
Computer equipment Straight- 
and software line 20% 
Leasehold Straight- Lease term plus the 
improvements line first renewal option 


Debt discount and issue expenses 


Debt discount and issue expenses are amortized on a 
straight-line basis over the life of the debt and included in 
interest expense on loans payable. 


Translation of foreign currencies 


Loans and related interest payable in foreign currencies are 
hedged by currency conversion agreements and are trans- 
lated into Canadian dollars at the rates provided therein. 
The differences between the ultimate amounts payable at 
the contracted rates and the cash proceeds of the debt issues 
are included with debt discount and issue expenses. These 
amounts are amortized on a straight-line basis and are 
charged to interest expense over the lives of the obligations. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued ‘ 


(h) Pension plan 


Employees participate in the Public Service Superannua- 
tion Plan administered by the Government of Canada. The 
Corporation’s contributions to the plan are limited to 
matching the employees’ contributions for current service. 
These contributions are expensed during the year in which 
the services are rendered and represent the total pension 
obligations of the Corporation. 


(i) Employee termination benefits 


On termination of employment, employees are entitled to 
benefits provided for under their terms of employment. The 
liability for these benefits is recorded as the benefits accrue 
to the employees. 


(j) Income taxes 


The Corporation follows the tax allocation method of pro- 
viding for income taxes. The cumulative differences 
between tax calculated on such a basis and taxes currently 
payable are essentially timing differences and result in 
deferred income taxes. The Corporation has deferred tax 
benefits which have not been recorded and will only be 
recognized when there is virtual certainty that they will be 


realized. 
3. Loans 
Annual 
interest 
rate 1989 1988 
% (in thousands of dollars) 
Loans to farmers, secured by 
TOMPANY Ea swonpenddteconene 5-16 3/4 4,137,681 4,655,314 
Loans to farm syndicates, 
SCCUTCCIDY MOLCS am treat rete eter 6 1/4-17 1/2 4,858 5,951 
Loans receivable from real 
estate sales, secured by 
agreements for sale or 
MOI Gages meme rhe e: 5-15 3/4 39,812 40,365 
4,182,351 4,701,630 
Less: allowance for loan 
1OSSCS a hc dtesaeae 350,000 500,000 
3,832,351 4,201,630 
Amounts due by fiscal year 
based on loan terms 
are as follows: 
Principal pastidue wanna irae 55,550 63,533 
NO SO Den sees tynccinys cos 8 cya senereiere 147,069 
OOO er esaxe sreierstratnlsieravorsisverrare 425,767 492,665 
GON eeas sh rssce syste sysireleye ema 252,293 267,072 
NOG DEM Peete arp vets crac dallas octane 294,685 306,063 
1OOSAAT Meetsee. ste ae See ee 290,456 296,655 
VOOA DER Rate. 20 Me Sek). PaaS. 456,964 513,806 
199Standibeyond i ...-). see 2,172,267 2,282,115 
3,947,982 4,368,978 
Accrued interest—Current ..... 73,702 LI2S76 
—Arrears ..... 160,667 220,476 
4,182,351 4,701,630 


At March 31, 1989, the Corporation had 7,040 loans repre- 
senting $808 million of loans receivable classified as 
non-accrual (1988—7,950 representing $1,057 million). Dur- 
ing the year, interest not recognized on non-accrual loans 
amounted to $75 million (1988—$131 million). The accumu- 
lated interest not recognized on non-accrual loans outstanding 
at March 31, 1989, amounted to $171 million (1988—$191 
million). 

Prepayments of principal from farmers of $153 million 
(1988—$158 million) were received during the year. 


. Allowance for loan losses 


(a) Asummary of the changes in the allowance for loan losses 


follows: 
1989 1988 
(in thousands of dollars) 

Balance at beginning of the year ..... 5 500,000 219,000 
Write-offs, net of 

LE COVELLES tearare ose. aienice reasoner Rens (129,831) (113,044) 
Provision for loan losses— 

Current. year lending t7i4.- tery ate 2,203 9,044 
Change in estimate—Provision 

for loanslossesis)..#8s dans cas resteueeeeiees (22,372) 385,000 
Balance at end of the year .......... 4 350,000 500,000 


(b) Change in estimate—Provision for loan losses 
Future agricultural and economic conditions are not pre- 


dictable with certainty and therefore, actual loan losses — 


may vary from management’s estimate. As a result of 
changing conditions, further experience with problem ac- 
counts and improved information on the quality of loans in 
its portfolio, the Corporation decided that a portion of the 
amount previously provided in recognition of some of the 


risks and uncertainties was no longer required. According- | 
ly, the Corporation reduced the allowance for loan losses at — 


year-end to an even $350 million by applying a change in 
estimate of $22 million to operations. 


5. Real estate acquired in settlement of loans 


Real estate represents farm property acquired in the process 
of administering loans receivable and must be disposed of 
within five years of acquisition or such further period as the 
Governor in Council may prescribe. 

The Corporation has 1,485 properties (1988—911) which 
represent current saleable properties and leased properties 
which are subject to holding periods of up to four years. 


. Fixed assets 


The analysis is as follows: 


1989 1988 
(in thousands of dollars) 
Equipment and furniture................ : 3,176 2,673 
Computer equipment and software ....... ; 3,790 3,042 
Leasehold improvements .............-- ; 1,333 1,170 
8,299 6,885 

Less: accumulated depreciation and 
AMOTUZATION ays ctet sc alle ele enere ele : 4,506 3,404 
3,793 3,481 


Depreciation and amortization expense for the year ended’ 
March 31, 1989, was $1,234 thousand (1988—$857 thousand). 
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FARM CREDIT CORPORATION—Continued 


NOTES TO FINANCIAL STATEMENTS 


MARCH 31, 1989—Continued 


7. Loans payable 


Annual 
interest 
rate 1989 1988 
% (in thousands of dollars) 
Loans from Canada, secured by 
notes 
RarmiCreditvActesmmacr sci 6-12 3,182,998 3,298,476 
Farm Syndicates Credit 
ICU ea tree ces eae Heke ee vied ake.» 9 14-11 4,962 6,030 
Loans from capital markets, 
secured 
by notes 
arm. Cred ltvA Cherie riar =: <eta 9-12 14 1,328,156 1,328,156 
4,516,116 4,632,662 
J NTMI M WIN Soo ces onosee 108,169 122,905 
4,624,285 4,755,567 
Amounts due by fiscal year are as 
follows: 
L989 sete ed cuatatevs ci ete o aea cede 220,787 
LOO Weta crate cxenseteceattn arenes 1,030,087 641,371 
LOO vera aeons iatietas he ieee sees 470,392 463,864 
LOO Die ara acucneteey es seonte ree sere 416,218 435,554 
BS Wnceencrce ch aieno A Cee carne 640,663 660,983 
REY bc Seve td Sacto Oe oe ea 528,868 455,513 
1O9OStandibeyond marr setae 1,429,888 1,754,590 
4,516,116 4,632,662 
INIT USING Sagoo oes sone oe 108,169 122,905 
4,624,285 4,755,567 


The government decided that no principal or interest would 
be payable on loans from Canada of $400 million from July 1, 
1988 to the date of total redemption by conversion to con- 
tributed capital. This amount is shown maturing in 1990. As a 
result, the total amount of interest expense not incurred in the 
year amounted to $35 million. 


. Limits on borrowing 


The Farm Credit Act limits the aggregate amount outstanding 
of the principal borrowings by the Corporation pursuant to the 
Act to twenty-five times the contributed capital of the Corpor- 
ation. At March 31, 1989, the Corporation’s outstanding 
borrowings under this Act, comprising short-term notes of $66 
million and loans payable of $4,502 million, were 20.95 times 
the contributed capital of $218 million (1988—21.97 times). 

The Farm Syndicates Credit Act limits the loans from Canada 
pursuant to the Act to $25 million. At March 31, 1989, the 
Corporation’s loans from Canada under this Act were $5 million 
(1988—$6 million). 

The Corporation continues to be restricted to borrowing its 
short and long-term funding requirements from the govern- 
ment’s Consolidated Revenue Fund. These borrowings require 
the approvals of both the Governor in Council and the Minister 
of Finance. 


. Contributed capital 


The contributed capital of the Corporation represents the 
amount received from Canada under section 12 of the Farm 
Credit Act. At March 31, 1989, the statutory limit on this 
amount was $225 million (1988—$225 million). 


10. 


De 
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Administrative expenses 


The analysis is as follows: 
1989 1988 


(in thousands of dollars) 


Salaries and employee benefits .......... 2 Pa egaH 25,423 

Premises and equipment, including 
depreci att Ons cere: moves sersetee tek ey: : 4,717 4,035 
ravelrandrelocat Onmemer ce anne ere ree : 3,093 2,505 
Othe Ketan e tr tomer craven cert ens 4,407 S531 
39,444 35,338 


Income taxes 


Timing differences of approximately $525 million are avail- 
able to the Corporation as at March 31, 1989. These have not 
been recognized in the accounts since they will not be used in 
the foreseeable future. They result primarily from differences 
between the provision for loan losses charged to operations and 
the amount claimed for income tax purposes. 

In addition, the loss carry-forward for income tax purposes 
which has not been recognized in the financial statements 
amounts to $334 million. Of this amount, $8 million will expire 
on March 31, 1993, $14 million on March 31, 1994, $118 
million on March 31, 1995, and $194 million on March 31, 
1996. 


. Commitments to farmers 


As at March 31, 1989, loans to farmers approved but not 
disbursed amounted to $23 million (1988—$23 million). These 
loans were approved at rates from 11.75% to 13.25%. It is 
expected that the majority of these loans will be disbursed 
within the six-month period ending September 30, 1989, from 
funds to be borrowed by the Corporation at prevailing rates of 
interest at the time of borrowing. 


. Operating leases 


Future minimum payments by fiscal year on operating leases 
for premises, with initial non-cancellable lease terms in excess 
of one year, are as follows: 


(in thousands 


of dollars) 

LOO ios ee Rist: aronaee oteparaph-Ehsbhevadiiys Py ortieyicteateatcyene apa ates ere ds 2,094 
JOG NS hove ene ahs hai ngs TAPERS cereal ce SE LT 1,946 
MST Pe CEN Renan at Mon GEO Moe OR OT oo he OO ee 1,564 
Roh i ye aes Nees SRO e ie RO OO hn Ok rar Oe ae Cee eres 1,247 
1994 ye net ate tthe csies sche oeoesaes crcl Sie GR ere aete aey MARES: Sacre 802 
LOOStand beyondua ayer acpi suart cheer min ieroiiaien ne 5 967 

8,620 


These leases generally provide for the payment by the Cor- 
poration of real estate taxes and operating expenses in excess 
of the amounts established at the commencement of the lease 
term. 
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FARM CREDIT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS ’ 
MARCH 31, 1989—Concluded 


14. Government programs 


(a) Commodity-based Loan Program 


In its budget announcement, February 26, 1986, the govern- 
ment directed the Corporation to establish the 
Commodity-based Loan Program for existing clients of the 
Corporation who were experiencing financial difficulty and 
who met certain eligibility criteria. The program provides 
for reduced interest rates with loan principal indexed to 
changes in commodity prices. The resulting net cash flow 
deficiencies, if any, are made up by the government. 
During the year, Commodity-based Loans in the amount of 
$29 million (1988—$168 million) were disbursed, of which 
$3 million (1988—$10 million) was used to pay arrears on 
the Corporation’s previous loans. In addition, $16 million 
was received from the government in respect of cash flow 
deficiencies (1988—$10 million). 


(b) Farm debt review process 


Subject to annual parliamentary appropriation, the Minister 
of Agriculture has been authorized to make contributions to 
farmers, payable to the Corporation. These payments are 
based on concessions that the Corporation has granted to 
farmers under arrangements made pursuant to the Farm 
Debt Review Act. The Corporation is reimbursed at the time 
farmers realize the benefits of the concessions, which may 
be over a period as long as five years. These concessions 
cease if the farmers fail to meet their commitments, or the 
Corporation proceeds with recovery action. 

The government has allocated up to $270 million for con- 
cessions to be granted over the period ending March 31, 
1991. Since the inception of the farm debt review process, 
the Corporation has offered $88 million in concessions and 
received $37 million from the government of which $29 
million was received in the current year (1988—$8 mil- 
lion). The committed difference of $51 million will be due 
and received over the next five years as farmers meet their 
commitments and thereby realize the benefits of the con- 
cessions. 


15. Subsequent events 


(a) Contributed capital 


Subsequent to the year-end, Parliament authorized the in- 
crease of the contributed capital limit from $225 million to 
$625 million. This will enable the conversion by the gov- 
ernment of loans payable to Canada in the amount of $400 
million to contributed capital in accordance with the Re- 
covery Plan. 

The conversion will eliminate the Corporation’s loss carry- 
forward for income tax purposes and reduce available 
timing differences by $8 million. 


(b 


~ 


Commodity-based Loan Program 


In the Budget announced on April 27, 1989, the government 
cancelled future lending under the Commodity-based Loan 
Program. 


16. Comparative figures 


Certain 1988 comparative figures have been reclassified to 
reflect the presentation adopted in 1989. 
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SUMMARY PAGE 
FEDERAL BUSINESS DEVELOPMENT BANK 


MANDATE 


_ To promote and assist in the establishment and development of business enterprises in Canada by providing financial 
assistance, management counselling, management training, information and advice, giving particular attention to the 
needs of small business enterprises. 


- BACKGROUND 


Since 1974, the Bank has provided financial assistance to Canadian firms by acting as a supplementary lender and a 
_ source of equity financing. It also provides financial planning, counselling and training, information and other manage- 
_ ment services to small and medium-sized business. 


- CORPORATION DATA 


_ HEAD OFFICE 800 Victoria Square 

Box 335 

Stock Exchange Tower Station 
Montreal, Quebec 

H4Z 1L4 


| STATUS 


APPROPRIATE MINISTER 


— Schedule III, Part I 
— an agent of Her Majesty 


The Honourable Harvie Andre, P.C., M.P. 


_ DEPARTMENT Industry, Science and Technology 

YEAR AND MEANS OF 1974; by the Federal Business Development Bank Act (R.S.C. 1985, 
INCORPORATION c. F-6); (successor to the Industrial Development Bank, established 

1944). 

_ CHIEF EXECUTIVE Guy A. Lavigueur 

| OFFICER 

_ CHAIRMAN William J. McAleer, Q.C. 

_ AUDITOR Price Waterhouse 


| FINANCIAL SUMMARY (§ million) Financial years ending March 31. 


1989 1988 1987 1986 
| (restated) 
At the end of the period 
ML OLAIEA SSOtSUBAEE SS os sce din cdi c nics eh nelle WA a ves. 2,541 2,297 1,920 1,595 
Obisationsitathe private SEClor 4. s. .). svc oe cs e hese 2,065 1,916 1,563 1,184 
Obligationsto:Canada: 2. er Mens? 26 ot ey sokennoae nil nil 51 144 
ATE OLE AN AGA Pla e tee ore ins Sse ahs genes ne te ae erate MRE 345 299 242 207 
Cash from Canada in the period 
BeOS LAT Vee rae ete ee ety cere diss alle. aid ous Gs 4!'s00 5, Saad aed 63 De 55 26 


FON DUG DE CARViM Parca arene Wi 1, «niu Gi Sen sa a reetene ORE nil nil nil nil 
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FEDERAL BUSINESS DEVELOPMENT BANK 


MANAGEMENT’S RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The accompanying financial statements were prepared by the 
management of the Federal Business Development Bank in accord- 
ance with accounting principles generally accepted in Canada, 
which were consistently applied. The financial data contained in 
other sections of this annual report is consistent with the content of 
the financial statements. 


In discharging its responsibility for the integrity and fairness of 
the financial statements and for the accounting systems from which 
they are derived, management maintains a system of internal con- 
trols designed to provide reasonable assurance that transactions are 
authorized, assets are safeguarded and proper records are main- 
tained. The system of internal controls is augmented by audit and 
inspection staff who conduct periodic reviews of different aspects 
of the Bank’s operations. In addition, the Vice-President, Internal 
Audit and the Independent Auditor have full and free access to the 
Audit Committee of the Bank’s Board of Directors which oversees 
management’s responsibilities for maintaining adequate control 
systems and the quality of financial reporting. 


These financial statements have been examined and reported 
upon by the Bank’s independent auditor, Mr. Raymond J. Morcel, 
F.C.A. of Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 
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AUDITOR’S REPORT 


TO THE HONOURABLE MINISTER OF REGIONAL 
INDUSTRIAL EXPANSION 

AND MINISTER OF STATE 

FOR SCIENCE AND TECHNOLOGY 


TO THE HONOURABLE MINISTER OF STATE 
SMALL BUSINESSES AND TOURISM 


I have examined the balance sheet of the Federal Business Devel- 
opment Bank as at March 31, 1989 and the statements of operations, 
deficit and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Bank as at March 31, 1989 and the results of 
its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting prin- 
ciples applied on a basis consistent with that of the preceding year. 


Further, I have examined the transactions that came to my notice 
in the course of the above mentioned examination of the financial 
statements of the Federal Business Development Bank for the year 
ended March 31, 1989, to determine whether they were in accord- 
ance with Part X of the Financial Administration Act and 
regulations, the Federal Business Development Bank Act and the 
by-laws of the Bank and with the directive given to the Bank as 


President disclosed in Note 5. My examination of these transactions was made 
in accordance with generally accepted auditing standards, and ac- 
cordingly included such tests and other procedures as I considered 
necessary in the circumstances. In my opinion, these transactions 
were, in all significant respects, in compliance with the authorities 
specified. 

Raymond J. Morcel, F.C.A. 
of Price Waterhouse 
Montreal, June 7, 1989 
BALANCE SHEET AS AT MARCH 31 
(in thousands of dollars) 
ASSETS 1989 1988 LIABILITIES 1989 1988 
(CAN Ney eneaseroecraaok Hsonno oo rdo reno 35352 2,423 Cheques outstanding .........2...---.«.--.- : 8,109 5,903 
Treasury bills and short-term investments ....... 97,708 91,072 STATON coonnnecoosdaemodn code sbe6 F 388,216 516,405 
101,060 93,495 Accrued interest on short and long-term 
NOLESreaapere sates leer eretestene eu eae teyegencteroredarete rates : 78,773 55,028 
Las «ie Wi Sipe Ws chit alee acn ih Nae nr oe 2,439,929 2,194,017 Ociee liabilities Meee mn at seine aonee 22,769 18,269 
Venture capital investments (Note 3) .........-- 51,721 53,462 
Interest due andiaccrucds..4.cscmi ase nectar 11,236 10,198 497,867 595,605 
Notes payable (Note 6) ................+.--- : 1,677,133 1,399,531 
: 2,502,886 2,257,677 Unamortized premium (net) on long-term 
es occutmutatcd provision t0nlG>se~ mnGtes en ee a ee ee cts cree 20,809 3,155 
(UNGLOZ)). sceidom acts HE AO CMD OOo dcod Oruoe 174,411 137,870 
2,195,809 1,998,291 
2,328,475 2,119,807 
Long-term investment (Note 5) ..........-.--. 79,000 56,000 
Fixed assets, less accumulated depreciation ..... 3,440 1,670 SHAREHOLDER'S EQUITY 
Unamortized debt issue d : 
CAPCNRES ae oe sno as A 14,726 13,016 Capital of the Corporation 
OTHerassel Seremeterce car ote vers i cinvs fauels oe ar ei ore eaees 14,224 13,350 Capital paid in by Canada 
(NK ESTPETUUNPA) ora poneneaenoconhoonbe : 547,600 512,600 
Deficitveccr nami tiie tetra. toe Maver ket orators eek ; (225,484) (236,553) 
322,116 276,047 
Appropriation paid in by Canada (Note 8) ..... 5 23,000 23,000 
345,116 299,047 
2,540,925 2,297,338 2,540,925 2,297,338 


Approved by the Board: 
GUY A. LAVIGUEUR 
Director 


H. BLOOMFIELD 
Director 


PUBLIC ACCOUNTS, 1988-89 215 
FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


STATEMENT OF OPERATIONS STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31 FOR THE YEAR ENDED MARCH 31 
(in thousands of dollars) (in thousands of dollars) 
1989 1988 1989 1988 
Financial Services Deficitabeginning,of yeariae.- va) hee eee eee ; (236,553) (242,980) 
Interest and investment income Netincome se pees teiccyor fclcesssisacistiasbuscae’ : 11,069 6,427 
Loans: cis otuel). 29). saaeisie 5. an). Gia st 301,046 260,214 Deficit) cndofiyearisa) iaisdegival oull, ai.n¢ ; (225,484) (236,553) 
Venture capital investments .............. 15,563 6,634 
316,609 266,848 
Interest expense 
Bong=termnotesieter pares teksts isisisicci cere 142,918 121,945 
Short-terminotes (net) meeetniecrscstras ia 42,787 44,643 STATEMENT OF CHANGES IN FINANCIAL POSITION 
185,705 166,588 FOR THE YEAR ENDED MARCH 31 
; } Sere (in thousands of dollars) 
Net interest and investment income .......... 130,904 100,260 
Provision for losses on loans, guarantees 
and venture capital investments ........... 53,809 34,779 1989 1988 
Net interest and investment income after Operations 
DLO VASIONMOMMOSSES Waste ayerediecl. woh cise 77,095 65,481 INGUINGOMNG Seccdns soseddcuseoengaoosb ne / 11,069 6,427 
Non-interest expenses Items not requiring an outlay of cash 
Salaries and staff benefits ................ 40,684 36,852 ETOVISIONGL OTs OSSC Stem tersetere trie tee cetera : 53,809 34,779 
Premises and equipment, including Depreciation caters. tick. errors scape ee ee ys : 1,419 1,012 
depreciallonmeensre nee ricco 9,448 8,763 Net amortization of premiums, discounts 
Othenexnensesmenteeseprt scx cspoysc. ysis tons 15,894 13,439 and debt issue expenses .............. : 2,312 3,191 
Net change in accrued interest ........... ; 22,707 11,422 
lai vr 86 226 ion1iss39058 5 Other. cose sé orp aeegesadne nein ale , 2,805 5,588 
at she ea - a CRAP Re LOS ree: 11,069 6,427 94,121 62.419 
itoanai vision 2612 2.882 Disbursements to borrowers and investees ... . (717,003) (716,648) 
Cae aa es | Mean amy : . Purchase of long-term investment .......... . (23,000) (28,000) 
Venture capital division ...............54- 8,457 3,545 Repayments by borrowers and investees ..... ; 453,196 408,308 
Management Services (see Note 15) Cash usedjinvoperationspaya.ces teins sees k (192,686) (273,921) 
Salaries and staff benefits Iyste DRISENe el ahe oe aE 21,999 19,581 Treasury 
Premises and equipment ................++- 3,816 4,112 Issue of long-term notes .............2.005 . 519,148 539,413 
Other EXPENSES 2... eee eee ee eee eee e env enee 1 1,238 10,497 Repayment of long-term NOtGSS AISA 4 91s Ge : (241,546) (323,600) 
Totalexpenditures wraeyeieny aac aa ee 37,053 34,190 Net change in short-term notes ............ : (128,189) 86,179 
Less: revenue from CASE counselling, Capital paid in by Canada ................ . 35,000 28,000 
training seminar registration and Appropriation paid in by Canada........... ; 23,000 
otheractivitiesie atcres. nomial 10,044 7,991 Net premiums, discounts and debt issue 
RenoantTecoveredreronihe EXPENSES gio ae. AL else! Herre veye atiaenoutotns ‘ 13,632 (2,660) 
Department of Regional Industrial 198,045 350,332 
Expansion Vote 40 Increase in cash, Treasury bills and 
(Vote 50 in 1988) at takellet aePetits ersten etoteteite ots lots! 27,009 26,199 short-term investments, net of cheques 
Net expenditures were incurred as follows: outstanding . Pete tenst et rer ste nee eee nees : D552 76,411 
Management counselling................. 9,318 9,478 Cash, Treasury bills and short-term 
Management training..................+- 5,579 4,737 investments, net of cheques outstanding 
Information and advice ...........-+.000. 12,112 11,984 Beginning of year ...................-.-5 87,592 11,181 


27,009 26,199 Endiobivear rans cote siscmcia terete : 92,951 87,592 
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FEDERAL BUSINESS DEVELOPMENT BANK—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


Ne 


Objectives and operations of the Corporation 


Federal Business Development Bank is a Crown corporation 
wholly-owned by the Government of Canada, which was estab- 
lished December 20, 1974, by the Federal Business 
Development Bank Act, and commenced operations on October 
2, 1975, as the successor to the Industrial Development Bank. 

The objectives of the Bank, as stated in the Act, are to 
promote and assist in the establishment of business enterprises 
in Canada by providing financial assistance, management coun- 
selling, management training, information and advice, giving 
particular consideration to the needs of small business enter- 
prises. 

The Bank’s lending and venture capital operations are carried 
out by Financial Services. Management Services includes coun- 
selling, training and information services. A statement of 
operations is shown for Management Services since it is funded 
separately by Parliamentary appropriation. 

Federal Business Development Bank is for all purposes of its 
Act an agent of the Government of Canada, and, as such, all 
liabilities of the Corporation are direct obligations of the Gov- 
ernment of Canada. 

The Bank is exempt from income taxes. 


. Significant accounting policies 


Loans and venture capital investments 


Loans and venture capital investments are recorded at princi- 
pal amounts. 


Provision for losses on loans, guarantees and venture capital 
investments 


Provisions are established for specifically identified prob- 
able losses on loans, guarantees and venture capital 
investments, as well as for anticipated but unidentified losses. 
The specific provision is established on an account by account 
basis whereas the general provision is based on historical ex- 
perience and is intended to cover losses on loans, guarantees 
and venture capital investments which have not yet been speci- 
fically identified. 


Revenue recognition 


Interest on loans is recorded as income on an accrual basis 
except that interest is not accrued on loans where management 
believes that the interest will not be recovered. Dividends, 
interest and capital gains on venture capital investments are 
recorded as income when received. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. 

Depreciation is charged against income using the straight- 
line or diminishing balance methods in amounts sufficient to 
amortize the cost of fixed assets over their estimated useful 
lives. 

With respect to the Management Services function of the 
Bank, all capital expenditures are recovered from the Depart- 
ment of Regional Industrial Expansion and hence are not 
capitalized. 


Premiums, discounts and expenses on long-term debt 


Premiums, discounts and expenses related to the issue of the 
long-term debt are amortized on a straight-line basis over the 
term of the obligations to which they pertain and charged to 
interest expense. 
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Translation of foreign currencies 


Notes payable in foreign currencies are hedged by forward 
exchange contracts and are translated into Canadian dollars at 
the rates provided therein. The difference between the ultimate 
amount payable at the contracted rate and the cash proceeds of 
the issue is considered to be an element of financing costs and 
is therefore amortized to interest expense over the life of the 
obligation on a straight-line basis. The unamortized portion of 
these amounts is included with unamortized debt issue expenses 
in the balance sheet. The related interest payable on these note 
issues is also hedged by forward exchange contracts and is 
translated into Canadian dollars at such contract rates. 


. Venture capital investments 


1989 1988 
(in thousands of dollars) 
SHArES grand eon eer shankar ew eer EKoer aS : 34,049 35,715 
Shareholderiadvances «2 -4:- «00 «1s sae ‘ 1,299 1,508 
Participating idebentures) 2 et) ttle : 14,567 14,764 
Convertible debentures ...........0200%- Q 1,806 1,475 
$1,721 53,462 

. Accumulated provision for losses 
1989 1988 


(in thousands of dollars) 
Accumulated provision, beginning 


Oi GoscacudonnosognumODDOO dod : 137,870 125,565 
Amounts written off during the year ...... : (19,636) (25,878) 
Recovery of amounts previously 

Written'offie, sack soc cena ne cae ute : 2,368 3,404 

120,602 103,091 
Additional provision required 

for the:yearnaecm tes acc ar ricer tee i 53,809 34,779 
Accumulated provision, 

ENC Oley Caterer Ree erect trent re yeoere 1-7 : 174,411 137,870 


. Long-term investment | 
Pursuant to a directive dated October 16, 1986, given by the | 


Government of Canada to the Federal Business Development 
Bank under Section 89 of the Financial Administration Act, the 


Bank was directed to purchase from Cominco Ltd. 790,000 | 
series "E" preferred shares for an amount of $79 million. The | 
Government of Canada provided funding in three tranches for | 


this transaction which was completed on April 5, 1988. 
Cominco Ltd. is a Canadian mining producer of zinc and lead. 

This investment forms part of a $260 million programme of 

modernization relating to lead smelting operations in Trail, 


B.C. A twenty-year agreement between the Government of Ca- | 
nada and Cominco Ltd. provides for a sharing in the risks of the 
project. The redemption of the Bank’s investment and payment | 
of dividends thereon are tied to the success of the project as | 
determined by a profitability index which is related to the | 
performance of lead and silver prices over the life of the agree- | 


ment. 


This investment is carried at cost and any dividends will be | 


recorded when received. 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


6. Notes payable 


Maturities by fiscal year were as follows: 
Rate % 1990 199] 1992 1993 1994 
(in thousands of dollars) 


1995-98 Total 


40,630 40,630 
8 1/4-9 7/8 . . 245,013 165,492 205,000 149,975 75,000 50,000 890,480 


10-11 5/8... 72,376 80,753 235,885 9,665 56,672 27,707 483,058 
12-13 7/8... 75,000 100,500 46,906 7,446 229,852 
14 14-15 3/8 . 20,000 13,113 335113 


433,019 366,745 500,904 167,086 131,672 77,707 1,677,133 


The above includes notes payable of United States $131.5 
million (Cdn $181.3 million), Yen 23.6 billion (Cdn $171.6 
million), Australian $64.2 million (Cdn $66.4 million) and New 
Zealand $50 million (Cdn 39.7 million). These notes are hedged 
by forward exchange contracts (See Note 2). 


The above table includes $372.4 million of notes payable 
which have been the subject of interest rate swap agreements 
with other financial institutions. Under these agreements, fixed 
interest rate commitments ranging between 8 3/4% and 15 3/8% 
have been converted to floating interest rates which resulted in 
effective interest rates for fiscal 1989 which ranged between 
9% and 12%. These borrowings fund a portion of the Bank’s 
floating interest rate loan portfolio. 


. Capital paid in by Canada 


1989 1988 
(in thousands of dollars) 
Capital ibeginning(of year= casa er ee 512,600 484,600 
Gashhpai dint hove ia eveccsiacsusceies cusrectaveters 35,000 28,000 
@apitalNend!ofiyear ia. cciancte sire eter ers s 547,600 512,600 


Appropriation paid in by Canada 

According to legal advice provided to the Minister concern- 
ing the provisions of the Federal Business Development Bank 
Act, funding for Financial Services activities may be provided 
to the Corporation by way of appropriation for the purposes of 
Section 20 of the Act. Amounts received are disclosed in the 
balance sheet under Shareholder’s Equity along with the capital 
of the Corporation as defined by Section 28 of the Act. 


1989 1988 
(in thousands of dollars) 
Appropriation, beginning of year .......... 23,000 
(ashi pagan cise cas cyoteie sisie se ajeneai'e, aces 23,000 
Appropriation, end of year ............... 23,000 23,000 


. Contingent liabilities and commitments 


The Bank is contingently liable as guarantor of loans aggre- 
gating $3.2 million. 

The undisbursed amount as at March 31, 1989, on loans and 
venture capital investments authorized aggregated $205.3 mil- 
lion (1988—$174 million). 


10. 
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Lease commitments 


Future minimum lease commitments under operating leases 
related to the rental of Bank premises are as follows: 
(in thousands 


of dollars) 
HORST OD 6 cy arses DLCs IS oe oO CRG CELE FEL ORE CLO ISOICRERO aC Fee oT 6,086 
LOO Nee aleseteente peewee oan acta canoe eke ie PST AMGEN Cush ties ToS Hee ovale ie ike e 5,391 
OO DN ACN cee raeeu Rates eran’, Jaromensie hewn hie ne bet eens clive abo» 5,058 
1: O93 era cast eee ee vtec ganlesssioe GO -anessk as aOR ORO a oe ee AE tle 4,460 
LOA AE Bir BSE EA ee eA he cs & Bae Erriy aa eth sc Sa SereRe  a 3,840 
Thereafterycase ths heres tie esto yee ees Se ee 10,054 
34,889 


Pension plan 


The Bank maintains a defined benefit pension plan for 
eligible employees. Based on the latest actuarial report pre- 
pared as of December 31, 1988, the present value of the accrued 
pension benefits amounted to $158.1 million and the market 
related value of the net assets was $169.5 million. 


. Statutory limitations on operations 


The Minister of Finance may, with the approval of the Gov- 
ernor in Council, authorize capital payments to the Bank not in 
excess of an aggregate amount determined by the application of 
Section 28 of the Federal Business Development Bank Act. 
Under current ministerial interpretation of the provisions of 
this Section, the Bank is presently authorized to receive capital 
payments to the extent that total capital paid in by Canada under 
this section does not exceed $554 million. The total of direct 
and contingent liabilities of the Bank is limited to a maximum 
of 12 times the amounts of its capital and deficit (or up to 15 
times with the approval of the Governor in Council) and may 
not exceed $3.2 billion. 


. Financial services 


The statement of operations for Financial Services is com- 
prised of the results of the Loans Division and the Venture 
Capital Division which are segregated below. Within the capital 
of the Bank as at March 31, 1988, was an amount of $35.6 
million provided by the Government of Canada to fund the 
venture capital investment portfolio. A further $10 million was 
received for the same purpose for the fiscal year ended March 
Sil, WSK). 
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MARCH 31, 1989—Concluded ‘ 
1989 1988 
Venture Venture 
Loans capital Total Loans capital Total 
(in thousands of dollars) | 
Interest-and investmentinGOmern 1. tei ee eile crete tele enes ters 301,046 15,563 316,609 260,214 6,634 266,848 
Interest expense was ver ater rr Pts she eto cle O ctcnare ic telere reas dererey acenarel = 185,705 185,705 166,588 166,588 
Net interest and investment income 2.2.02. 2 .c05 eee ec ee ee «sje 115,341 15,563 130,904 93,626 6,634 100,260 
Provisionitormlossesmese cetera croton ties enertereicisl ovejihecoucionetertehane 49,917 3,892 53,809 34,306 473 34,779 
Net interest and investment income after 

provision for losses ...... Pe NAL ANON OG Ee Geena Gc 65,424 11,671 77,095 59,320 6,161 65,481 
INOn=interestrexPenSeSs cree cvele ses ceo srerep fetter sted dea ius DheeayoLotets ay rane 62,812 3,214 66,026 56,438 2,616 59,054 
IN eteINCOME Read isate- se Cetra hah otey an be eb eie ace Reon es sane eraitgenre sat ous 2,612 8,457 11,069 2,882 3,545 6,427 


14. Comparative financial data 


Certain amounts pertaining to the fiscal year ended March 31, 
1988, have been reclassified to conform with the presentation 
adopted for the fiscal year ended March 31, 1989. 


15. Subsequent event 


On April 27, 1989, the Government of Canada announced in 
its 1989 Budget a reduction of $13 million in the yearly appro- 
priation for the Bank’s Management Services. An amount of 
$27.6 million had originally been budgeted by the Bank for the 
1989-90 fiscal year. This reduction is to be phased in over the 
course of the year in order to allow the Bank to adjust its 
programs and cost recovery. 
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SUMMARY PAGE 
FRESHWATER FISH MARKETING CORPORATION 


MANDATE 


The objectives of the corporation are (a) to market fish in an orderly manner; (b) to increase returns to fishers; and (c) 
promote international markets for, and increase inter-provincial and export trade in, fish. 


BACKGROUND 


The Corporation was created to improve the economic situation of the commercial fishery in Western Canada. The 
corporation’s Act requires it to purchase and market all of the legally caught freshwater fish from the region it serves 
and to operate on a self-sustaining basis. Its products are sold in direct competition with producers from the Great Lakes 
area as well as competing against other fish and seafood in an open marketplace. For the year ended April 30, 1989 total 
sales were $55.0 million (1988 — $58.1 million) and the total available for fishers was $37.1 million (1988 — $42.7 
million). 


CORPORATION DATA 


HEAD OFFICE 1199 Plessis Road 
Winnipeg, Manitoba 
R2C 3L4 
_ STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Thomas E. Siddon, P.C., M.P. 
| DEPARTMENT Fisheries and Oceans 
_ YEAR AND MEANS OF 1969; by the Freshwater Fish Marketing Act (R.S.C. 1985, c. F-13). 
| INCORPORATION 
CHIEF EXECUTIVE OFFICER 
AND ACTING CHAIRMAN Tom Dunn 
_ AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending April 30. 


1989 1988 1987 1986 
At the end of the period 
dO) ET Be NON ST  ererears Sa ICRE ROR Ror aso COR CE aS 28.6 23.6 18.9 255 
Oblications tothe private sector ..o0 ee es es 6h Shy 2.4 1.9 
Obligations to: Canaday 2 02...0.5 +. eee ics « ae oe oe 14.0 2.0 0.9 14.7 
Bauityol Canada. c.cktic isa’ so eRe, GER OES <> > 5s nil nil nil nil 
_ Cash from Canada in the period 

meee COLATY secre coke a seks Le bcasta tes sian o Aetae none ence enti oie nil nil nil nil 


Bee TOM DUC OCEALY etn en aye oe ci uae ees wise oneee ronan 12.0 1.1 * (13.8) pa Bi 
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FRESHWATER FISH MARKETING CORPORATION 


AUDITOR’S REPORT : 


TO THE MINISTER OF FISHERIES AND OCEANS 


I have examined the balance sheet of the Freshwater Fish Mar- 
keting Corporation as at April 30, 1989 and the statements of 
income and retained earnings and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at April 30, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Freshwater Fish Marketing Act and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


July 25, 1989 


BALANCE SHEET AS AT APRIL 30, 1989 


ASSETS 1989 1988 LIABILITIES 1989 1988 
$ $ $ $ 
Current Current 
Accounts receivable Bankeindebiednessmerrrr cert et ; 103,278 529,447 
Abr ctretn Gaepromotiao au come Ga OOCr Rae On 6,226,335 5,868,334 Accounts payablegeni4.7-..-.----)aeeo eer ede F 2,873,712 2,646,945 
Contributionsi(Notes) irae een 202,683 30,000 Accrued interest payables an init iran: S 616,588 20,838 
Othenke ener varie crs ener let pero 1,062,400 731,832 Working capital loans from Canada 
Inventory (Note'S)) kate wercreoee sic temtornls cree ence boters J 14,000,000 2,000,000 
Finishedifishi products yr mcrareit iret niecea 11,416,508 8,938,292 Provision for final payments to 
Packaging material and parts ............. 1,493,266 1,188,414 fishermen ccvccye aoeievaciel cic stg sree oe aiaens F 7,958,806 15,760,422 
Prepaid: expenses ejcaanicieirs tetas kann te M7 25155) 67,740 25.552.384  20.957.652 
20,573,347 16,824,612 
Property, plant and equipment (Note 4) ......... 8,002,263 6,785,476 EQUITY 
Retainedieamingspacmnr crn as eerie : 3,023,226 2,652,436 
28,575,610 23,610,088 28,575,610 23,610,088 


Approved by the Board: 
R. E. ENGLAND 
Director 

D. M. GAUVIN 

Director 
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STATEMENT OF INCOME AND RETAINED EARNINGS NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED APRIL 30, 1989 APRIL 30, 1989 
1989 1988 1. Objectives and operations 
$ $ The Corporation was established by the Freshwater Fish Mar- 
keting Act (the Act) in 1969, as a corporation without share 
BASS capital, for the purpose of marketing and trading in fish, fish 
DOMECS Ui Crores Banus ssaornoe, se anche isueasisry casio CER 9,016,553 7,293,139 ¥ ; ; 8 ‘ 
products and fish by-products in and out of Canada. The Cor- 
IXDOMU te ons rcerete i cheiche'e:s Gitacipys ecyscaee race 46,078,880 50,851,717 5 ; ; ; 
a poration is an agent Crown corporation named in Schedule III, 
55,095,433 58,104,856 Part I of the Financial Administration Act and is required to 
Expenses conduct its operations on a self-sustaining basis. Total loans 
GCostiolisalesmm are ere ek eee 42,821,600 38,551,009 outstanding from Canada and from banks may not exceed $30 
Interest((Note:6) im ccemcae oc 5-25 Ree 735,673 325,326 million. 
Salaries and employee benefits SOD.O DOR OOD aa 1,087,787 996,199 The Corporation has the exclusive right to market the pro- 
Depreciation and amortization .............. 1,089,363 1,160,502 ducts of the commercial fishery in the provinces participating 
BeadsGGOts re racy seu sks ad adigc fore apacgeticusouavs 182,917 118,534 in the program in inter-provincial and export trade. Participa- 
OME ee ie eee hone tes so cacao ae ons a oe 848,497 766,364 tion of the provinces of Manitoba, Saskatchewan, Alberta and 
46,765,837 41,917,934 Ontario and the Northwest Territories was established by agree- 
Income before provision for final payments ment with the Government of Canada. 
toifishermen! i= s0 ew ee ates one hah aoe ate 8,329,596 16,186,922 4 te ; 7 
Provision for final payments to 2. Significant accounting policies 
LISHEPMEN A masses eine eco ate) s wis vie seeteles 7,958,806 15,760,422 ; 
| for th 370,790 426,500 oe hae 
ee Netaincomefomthesycatvy. res aieyeee ries ‘ ' a ee : 
| Retained earnings at beginning of the year ...... 2,652,436 2,225,936 Finished fish products are valued at the lower of cost and net 
SSS SSS SS realizable value. Packaging material and parts are valued at the 
Retained earnings at end of the year ........... 3,023,226 2,652,436 lower of cost and replacement cost. 


Depreciation and amortization 
STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED APRIL 30, 1989 Depreciation is based on the estimated useful lives of the 


assets using the following methods and annual rates: 


Buildings —Lake stations Straight-line 10% 
eo eee —Plants Straight-line 2 1/2 % 
$ $ Equipment —Machinery 
Cash provided by (used for) and office 
Operating activities equipment Declining balance 10-25% 
Income before provision for final payments —Automotive Declining balance 30% 
fOMIShEMMEN we eoPMrne ice ae cer seroe ee ol 8,329,596 16,186,922 Fresh fish delivery tubs Straight-line 10% 
Add (deduct) Vessels Straight-line 6 23% 
Se aoe eae Leasehold improvements are amortized on a straight-line 
Depreciation and amortization .......... 1,089,363 1,160,502 basis over the term of the lease. Lease terms vary in length up 
Gain on sale of fixed assets ............ (22,308) (48,302) to 20 years. 
Net changes in non-cash working capital Payments to fishermen 
balances relating to operations ........... (2,742,930) (3,959,470) The Corporation purchases fish at initial priges established 
Cash provided by operations.............. 6:6935 721 1 35339°652 by the Board of Directors and the cost of such purchases is 
Investing activities included in the cost of sales. A guide used in the determination 
Additions to property, plant and equipment.... (2,677,917) ~~ (1,379,831) of the initial price is 80% of the projected total payments to 
Proceeds on sale of property, plant fishermen (initial plus final), based upon forecasts prepared by 
EQUIDMENE mersryere ris oleate wis ceier avs alae Hoke 52,604 160,125 the Corporation. Final payments, if any, to fishermen are deter- 
Cash applied to investing mined by the Board after the end of the year, based on the 
BCHpitiCN kG. aCe Moments Cy 5B. ead: (2,625,313) (1,219,706) results of operations for the year. The final payments are made 
é : nue in respect of products purchased during the year and therefore 
pnencliig agsvaltes are charged to operations of the current year. 
Contributions for plant and 
CQUIPMENt ae acta ess ao aes 175,727 78,834 Foreign currency translation 
Cash provided by financing Accounts receivable and payable denominated in foreign cur- 
AGIMATES boo8 occurs vb doneeg Sbd0G00Nnde 175,727 78,834 rency are translated into Canadian dollars at the year-end 
Final payments to fishermen ..........-+- +--+: (15,777,966) (13,669,038) exchange rate. Transactions in foreign currency during the year 
: . are translated at the rate in effect at the time of the transaction. 
eee ay asm areas, Forian exchange gain and losses ae included in interes 
Cash and cash equivalents beginning of : 
MCAD cy ataperetera re eis stevs Pe ts worker ave, ome ils oieye.are’ enatace (2,529,447) (1,059,189) Contributions 
Cash and cash equivalents end of Contributions earned in respect of property, plant and equip- 
SEEN to dogthvoldoc> DOU. OU Lan Ubadn OOO R tac (14,103,278) (2,529,447) ment are credited to the cost of the assets; those received in 
yard cahieauivalent are conmpesed oF respect of job creation programs are credited against salaries 
Bank indebtedness +.....0..4+0000000000005 (103,278) (529,447) and wages expense. 
Working capital loans from 
Canada \ocyadsisclores aioe eee wceporathieineleisrs oie (14,000,000) (2,000,000) 


(14,103,278) (2,529,447) 
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FRESHWATER FISH MARKETING CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
APRIL 30, 1989—Concluded 


3. Contributions receivable 7. Income taxes 


1989 1988 
$ $ 
Government of Canada 
Department of Regional Industrial 
EX pansion gee cae cas tec fetta ele ier 36,017 
SpecialVAR DA an rie tren cite it 134,611 
Revenue Canada—Investment Tax 
GreG iret hoe ete arse eter es oye Penoron severe 32,055 
Government of the Northwest 
Territories 
Agricultural and Regional Development 
INC heed & REA a Oo ne SLU eS 30,000 
202,683 30,000 


Total contributions from the Government of Canada and the 
Government of the Northwest Territories towards the cost of 
property, plant and equipment during the year were $348,410 
(1988—$47,793). 


. Property, plant and equipment 


1989 1988 
Accu- 
mulated 
depre- 
ciation and 
amorti- 
Cost zation Net Net 
$ $ $ $ 
Wanders: oe cate crvsrete atest 263,065 263,065 263,065 
Buildings). cere oer 5,613,034 2,608,076 3,004,958 3,167,931 
Equipment rien ters 8,439,646 5,585,829 2,853,817 2,752,261 
Fresh fish delivery 
tubs secs ancrn ero eee 1,998,945 1,546,998 451,947 500,683 
Vessels? ia eracre eran oct 54,698 6,788 47,910 56,252 
Leasehold improvements. 422,499 387,008 35,491 45,284 
Construction in 
PIOCTess ee reerierirr 1,345,075 1,345,075 


18,136,962 10,134,699 8,002,263 6,785,476 


. Working capital loans from Canada 


These loans are made under Section 16(1) of the Act and bear 
interest at 10.045% (1988—8.474%). They are secured by 
promissory notes. 


. Interest expense 


1989 1988 
$ $ 
Interest on working capital loans 
fronn@ anada eects rape oy non ros ieee 786,777 226,418 
Losses on foreign exchange .............- 38,610 234,868 
Interest nCOme as te ceroccict tars aero accint es (89,714) (135,960) 


735,673 325,326 


The Corporation is eligible to deduct for tax purposes a 
portion of its eligible capital cost allowance, and accordingly 
has no taxable income for the year. At April 30, 1989, the excess 
of undepreciated capital cost over net book value of property, 
plant and equipment amounted to $3,037,175 (1988— 
$3,407,965) which can be used to reduce future years’ taxable 
income. 


. Remuneration to foreign agents 


During the year, the Corporation paid an aggregate amount 
of $745,420 (1988—$966,708) to the following foreign sales 
agents: Frohman International, Juhl Brokerage Incorporation, 
Associated Marketing Services Inc., R.M. Sloan Co., G&G 
Food Sales Company, Sahakian Salm & Gordon, Benolken 
Brokerage Company, X. Sea. Lnt International Corp.—U.S.; I. 
LeGrand H. Malo et Cie—France; Lejos Oy—Finland; AB.P. 
Jorgensen—Sweden; Rud Kanzow Gmbh & Co.—Germany. 
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SUMMARY PAGE 
GREAT LAKES PILOTAGE AUTHORITY, LTD. 


MANDATE 


To establish, operate, maintain and administer in the interests of safety, an efficient pilotage service in designated 
Canadian waters in the Great Lakes area and in and around Ontario, and in designated waters in Manitoba, and in the St. 
Lawrence River, south of the St. Lambert Lock in Quebec. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships that 
are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and pilotage 
tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and reasonable 
and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 132 Second Street East 
P.O. Box 95 
Cornwall, Ontario 
K6H S5R9 
| STATUS — Schedule III, Part I 
| — not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
_ DEPARTMENT Transport 
~ YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14), incorpo- 
_ INCORPORATION rated under the Canada Corporations Act in May 1972 as a 
subsidiary of The St. Lawrence Seaway Authority. 
| CHAIRMAN AND CHIEF Richard G. Armstrong 
| EXECUTIVE OFFICER 
_ AUDITOR The Auditor General of Canada 


| FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1988 1987 1986 1985 
At the end of the year 
Be LOLA ASSELS errr CP cis ss oc sero he coh Fle Boule viv bn vw 4.5 4.6 Big 2.0 
SObligavionssto se private SECtOr 7... 5. Zones one nets ose nil nil nil nil 
Oblivationsiorcanataw< en ene ee re nil nil nil nil 
BQuitvioun anadawy aed oy icc 2 alee hyaen teers eae en ees (0.9) (2.0) (1.0) (5.2) 
_ Cash from Canada for the year 
DUG CLAP gene ei Sinn ttl 2 nis Sidi. Nis.s bison wats oe hao ae RS nil 1.0 nil 3.4 


ee TOM = DUC OC CAT Vitae heaters she cates co os a rates alin! sans eee nil nil nil nil 
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GREAT LAKES PILOTAGE AUTHORITY, LTD. 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of the Great Lakes Pilotage 
Authority, Ltd. as at December 31, 1988 and the statements of 
operations, deficit and changes in financial position for the year 
then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Authority as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Pilotage 
Act and regulations, and the By-Laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


January 27, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


PUBLIC ACCOUNTS, 1988-89 


ASSETS 1988 1987 
$ $ 
Current 
Cash and short-term deposits .............-- ; 3,075,465 2,984,235 
Accountsireceivablemaracias aoe eitettecs Mes sacks ; 1,413,709 1,618,157 


4,489,174 4,602,392 


Fixed, at cost 


Buildings i eisentir iy ater ere eater F 63,642 63,642 
Rumiture:and:equipmentir tec riyitiariarirer : 106,786 100,427 
170,428 164,069 

Less: accumulated depreciation ............ : 142,275 132,757 
28,153 31,312 


4,517,327 4,633,704 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 
Accrued life insurance experience 
loss:( NOte:3)) Recess sieucseosianas ooustens ron 
Accrued employee termination benefits 
Accrued retirement incentives 
CNotez’) oe iaerenietsrc sr sntersescressicre 


Long-term 
Accrued employee termination benefits 


SHAREHOLDER’S DEFICIENCY 


Capital stock 

Authorized—Unlimited 

Issued and fully paid—15 shares ...... 
Contnbitedicapitalieerer rarer 
IBYe Cle (oe Sac bo piomap mana bes atta Come ar: 


1988 1987 
$ $ 
2,377,334 2,627,230 
13,140 250,000 
61,548 634,605 
227,500 
2,452,022 33739°335 
3,003,607 2,879,389 
5,455,629 6,618,724 
1,500 1,500 
82,074 82,074 
(1,021,876) (2,068,594) 
(938,302) (1,985,020) 
4,517,327 4,633,704 


Approved by the Board: 
RICHARD ARMSTRONG 
Director 

GUY ST. MARSEILLE 
Director 


PUBLIC ACCOUNTS, 1988-89 225 
GREAT LAKES PILOTAGE AUTHORITY, LTD.—Continued 


STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 1988 1987 
$ $ $ $ 
Revenues Financing activities 
Pilotage:chatges yin . ates re ids oleiepi ee 2 9,363,493 9,507,841 Parliamentary appropriation ................. 1,018,971 
Despatching and pilot boat income ......... : 194,614 176,352 Operating activities 
Interest and other income ...............-. : 189,229 166,210 Cash provided from (used in) 
9,747,336 9,850,403 operations 
Protit(oss)itonthe yeataen worst. tresses. 27,747 (944,739) 
Expenses Items not requirin 
Pilots: salames and) benefits ie ayer oeler-teretel= : 6,831,340 7,627,641 Apes 4 8 
Staff salaries andibenelitsm Au.vaen 4. net. seiteees : 1,014,912 1,035,697 Pripiaves (enmijacon berciinteen cnet 269,894 215,172 
Transportation and travel ...........---++-- : 715,187 707,070 a4 hs 
< ’ Depreciation .1tatce regres etre te tlt 11,072 10,295 
Pilotiboatisenvicesieante: iiatiic cel ol. ciate : 500,999 485,681 Loco die rosel oF Bed neeets 309 
Employee termination benefits ............. ; 269,894 Dal 12. ROR GA SEISRNT Whiten 
Life insurance experience loss 309,022 (719,272) 
UNGYWOSN 5 coaee ou dere anaes ae oametco tne ; 114,242 275,836 Increase (decrease) in accrued life insurance 
Communications ae Pee-b te ome nonasnees ; 65,300 49,583 EXPELIENCesOSS otras terre ates ee cia (236,860) 250,000 
Professional and special services .........-- 2 57,739 44,241 Increase (decrease) in accrued retirement 
Rentals etteyenascdnies ta L ee etlt ack. Baa) P 46,237 41,749 [SAN ME soins Sonnidale on dolce vole ober (227,500) 227,500 
Utilities, materials and Decrease in accounts payable and accrued 
SUpplics ... wyostudenismees at to dock ; 40,783 28,156 liabilitiesinereeeceyer ert coeerrreroetate (249,896) (82,855) 
Purchased despatching services ............ : 36,638 36,983 Decrease in accounts receivable ............. 204,448 317,911 
Repairs and maintenance ................-- : 15,246 9,538 Decrease in accrued employee termination 
Dépreciationee sees tae aa ate : 11,072 10,295 IRANI 6 cones dodo ooouneGuo cadcHec.00K (718,733) (198,792) 
Retirement incentives (Note 4) ............. : 227,500 (919,519) (205,508) 
9,719,589 10,795,142 Investing activities 
Profit (loss) fon thesycarmeetrrrrte eine riser nies ‘ 27,747 (944,739) Net additions to fixed assets .........-..+-5+- (8,222) (6,009) 
Increase;(decrease)imicashe meet kere = 91,230 (211,517) 
Cash and short-term deposits, beginning of 
the year «otis nes compensa ep sepaas ae eyees re 2,984,235 3,195,752 
STATEMENT OF DEFICIT Cash and short-term deposits, end of 
FOR THE YEAR ENDED DECEMBER 31, 1988 fie yeateene eee dak Vee oe. See 3,075,465 2,984,235 
1988 1987 
$ $ 
Balance, beginning of the year ..............- , 2,068,594 1,123,855 
Parliamentary appropriation (Note 5) ......... 4 (1,018,971) 
(Brofit)oss forthe year... 050 ren oye ees ‘ (27,747) 944,739 


Balance, end’ of the year........ 25.25. ee eee F 1,021,876 2,068,594 
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GREAT LAKES PILOTAGE AUTHORITY, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Authority and objectives 


The Great Lakes Pilotage Authority was established on Fe- 
bruary 1, 1972 pursuant to the Pilotage Act, incorporated as a 
limited company on May 17, 1972, and is continued under the 
Canada Business Corporations Act. Pursuant to the Financial 
Administration Act, the Authority is deemed to be a parent 
Crown corporation listed in Schedule III Part I thereto. The 
majority of shares issued by the Authority are held by The St. 
Lawrence Seaway Authority, also a parent Crown corporation. 
The balance is held by the Authority’s Chairman and six Di- 
rectors appointed by the Governor in Council. 

The objectives of the Authority are to establish, operate, 
maintain and administer a safe and efficient pilotage service 
within designated Canadian waters. The Act provides that the 
pilotage tariffs shall be fair, reasonable and sufficient and 
together with any revenue from other sources, shall permit the 
Authority to operate on a self-sustaining financial basis. 


The Authority is exempt from any income taxes. 


2. Significant accounting policies 


Parliamentary appropriations 


When revenues are not sufficient to permit the Authority to 
operate on a self-sustaining financial basis, cash operating 
losses are recovered from parliamentary appropriations. 
These appropriations are recorded in the accounts when ap- 
proved by Parliament and are reflected in the statement of 
deficit. 

Parliamentary appropriations to finance capital expenditures 
are recorded as contributed capital. 


Depreciation 


Depreciation of fixed assets is calculated on a straight-line 
basis and is based on the estimated useful lives of the assets as 
follows: 


Buildings 
Furniture and equipment 


20 years 
5 to 10 years 


Pension plan 


All employees are covered by the Public Service Superannu- 
ation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee 
and the Authority. Contributions with respect to current ser- 
vice are expensed in the current period. Contributions with 
respect to past service benefits are expensed when paid, gener- 
ally over the remaining years of service of the employees. 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of em- 
ployment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. The current 
liability reflects the accrued termination benefits of only those 
employees who have indicated their intention to terminate 
their employment within the coming year. 


Employee life insurance plan 


The Authority provides an annual life insurance plan for its 
employees on a self-insurance basis. Surpluses, premiums and 
deficits from the plan are included in revenues and/or expenses 
in the year in which they apply. 


3. Life insurance experience loss 


During 1987, the Authority experienced an unusual number 
of claims against the employee life insurance plan amounting 
to an actual experience loss of $376,938; the amount estimated 
at December 31, 1987 was $275,836. The difference of 
$101,102 was recorded as an expense in 1988. 

The life insurance experience loss for 1988 is estimated at 
$13,140. 


4. Retirement incentives 


The Authority instituted in 1987 a one-time retirement in- 
centive plan for a number of its employees. Twelve employees 
decided to take the option of early retirement and left employ- 
ment at December 31, 1987 for a total cost of $227,500. This 
incentive plan was not in effect for 1988. 


5. Parliamentary appropriation 


On March 29, 1988, Parliament provided, through Appropri- 
ation Act No. 6, 1987-88, for the 1987 cash operating loss of 
the Authority. An amount of $1,018,971 was received in 1988 
by the Authority in respect of this appropriation. 


6. Pension plan 


Under provisions of the Pilotage Act, pilots who choose to 
become employees of the Authority are entitled to count ser- 
vice prior to becoming an employee as pensionable under the 
Public Service Superannuation Act. For pilots who have 
elected to purchase pension benefits with respect to past ser- 
vice, the Authority is required to match the employee 
contribution. The estimated unfunded past service pension 
contribution with respect to these employees was approximate- 
ly $164,200 as of December 31, 1988 (1987—$208,400) and 
will be funded over the remaining years of service of the pilots, 
or the terms of purchase, whichever is the lesser. 

In 1988, the pension expense was $430,697 (1987— 
$524,148) including $36,251 (1987—$42,679) for past service 
contributions. 


7. Commitments 


The Authority intends to renew its lease agreement for the 
rental of office space. The annual rental payments are esti- 
mated to be $43,000. 

In addition, the Authority has contract commitments for the 
land transportation service for the next year. The estimated 
commitment with respect to these contracts is approximately 
$150,000. Tenders have been requested for the pilot boat 
services for the next two years. The estimated commitment is 
approximately $300,000 a year. 


PUBLIC ACCOUNTS, 1988-89 227 


SUMMARY PAGE 
HALIFAX PORT CORPORATION 


MANDATE 


_ Administration, management and control of the Halifax harbour and all works and property within the harbour previously 
_ under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours Board. 


BACKGROUND 


The Halifax Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create local port 
corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. Total cargo handled by the port in 1988 amounted to 
16.2 million tonnes. Of this, the corporation’s facilities handled 4.6 million tonnes including 3.5 million tonnes of 
containerized cargo. 


CORPORATION DATA 


HEAD OFFICE P.O. Box 336 
Ocean Terminal 
Halifax, Nova Scotia 


B3J 2P6 


STATUS — Schedule III, Part I 
— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 


DEPARTMENT 


YEAR AND MEANS OF 


Transport 


1984; letters patent of incorporation issued by the Minister of 


INCORPORATION Transport pursuant to subsection 25 (1) of the Canada Ports 
Corporation Act. 

CHIEF EXECUTIVE David F. Bellefontaine 

OFFICER 

CHAIRMAN Donald A. Parker 

AUDITOR Doane Raymond 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the year 

APO FAFA SSIS creer one I ichsis Glad acs, cis ore eras pecans ty tera 65.0 62.0 60.6 60.2 

Ob ications to tne private SCCM: teres cer tere oats asta raravcrs nil nil nil nil 

Obligations tOan ada nese e ee. ane afetcha he eels yaar eee cates 3.8 4.1* 30.0 28:2 

| Se VTLA Ca PGE SETAE te cate Raat al ete ak ete RR Mer TONE Han ot: 58.4 55522 232 23.9 
Cash from Canada in the period 

Ee OUC ROL AL Vie rere es er tis gases c os om taal ere aaa nil nil nil (negl.) 

Ec ON - DUC DECAL Veneer en tes ae Sen eer tee eee ere nil nil 4.1 2.6 


* In 1987, $25.6 million loan principal outstanding was forgiven by Canada. That amount, with related interest forgiven, 
was added to the corporation’s contributed capital. 

** Takes no account of payments to Canada: in 1987, dividend $0.3 million and, in 1986, special contributions, $1.9 
million. 
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HALIFAX PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Halifax Port Corpor- 
ation as at December 31, 1988 and the statements of income and 
surplus and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
the Financial Administration Act and Regulations, the Canada Ports 
Corporation Act, and the by-laws of the Corporation. 


Doane Raymond 


: Chartered Accountants 
Halifax, Canada 


February 2, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
(CEU isticehckooeie a Adan 050 Sum otmanmonu. 230,462 DDG 232 Accounts payable and accrued liabilities .... . 1,159,545 911,350 
Investments:(Notess) ara teeter reer: erie) rete siete 5,794,295 5,620,579 Grants in lieu of municipal taxes ........... : 71,664 201,002 
Aecountsireceivable mmetantaietouiere ister sine: 2,736,263 2,741,320 Deferred’revenuestanniacc see tre eerie rt ; 928,571 892,851 
Materials andisupplies ii -iiaes cteirscianers srr as: 126,167 102,783 Current portion of long-term 
8,887,187 8,691,914 GEBt A ANS LPNS i aes cs else Mahar 5 334,057 303,688 
Investments (Note 3)! oa. eremeit rad oil tetris 33,405 33,300 2,493,837 2,308,891 
Fixedi(NoteA) iar emiieset nan iatoeraeiices ne yerct ie 56,115,970 53,243,487 Accrued employee benefits ................. : 679,499 662,746 
Loans trom(GCanadai(Note))) erectile ee ; 3,486,176 3,820,233 


6,659,512 6,791,870 


EQUITY 
Contxibuted! capital Wrote... seer kates op 9951.90,805) ge 531.90;805 
R113) DS eiesidnigies olds 6 Sash oeteeritadino daidie : 4,580,185 1,379,966 
58,377,050 55,176,831 
65,036,562 61,968,701 65,036,562 61,968,701 


On behalf of the Board: 


DONALD A. PARKER 
Chairman 


DAVID F. BELLEFONTAINE 
President and Chief Executive Officer 
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HALIFAX PORT CORPORATION—Continued 


STATEMENT OF INCOME AND SURPLUS 
YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 

Revenue trom operations.nte at. ek ee elon 14,836,049 12,866,025 
Operating and administrative expenses ......... 9,201,859 8,211,102 
EDepreciation eras Mo see es tee tee re 1,934,257 2,033,490 
Grants in lieu of municipal taxes .............. 790,963 907,200 
927.079 lil oa7 92 

Incomenrom/loperaliOns weer imei crite iter 2,908,970 1,714,233 
InvestmentincOme snide irene oie iels 594,105 418,840 
Interestiex Penscmmer terres ioctl ster (412,392) (440,000) 
Gain on disposal of fixed assets ............... 2,456 3,778 
184,169 (17,382) 

Net income before extraordinary item .......... 3,093,139 1,696,851 

Extraordinary item 
Gainonisal lowland esr rarer telat aie 266,135 

NethINCOMNEG sheace. cir Meme eas eo nea ara cc iol wperes 3,359,274 1,696,851 
Surplus (deficit), beginning of year ............ 1,379,966 (46,976,415) 
Deficitreduction! =. .asuee cm. «el saieteee dees 46,976,415 
4,739,240 1,696,851 

Dividendito\Canada ee retiree lteter eae 159,055 316,885 
Suigihlis, GRU OMCH > op anconnoon sco o dba ooUREE 4,580,185 1,379,966 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 

Operating activities 

Net income before extraordinary item ........ 3,093,139 1,696,851 

DY RAACION oo caxih.g \acnasdadonoonsnooD0UK 1,934,257 2,033,490 

(OLIN? Pag a en ac sobnoee eo mobomeee cron pets 55,628 (24,388) 

Decrease in operating components 

Olaworkingcapl ta leet art tracts corer! ter 136,250 116,545 

Cash provided by operating 

ACHIVILIOS  Merses ether vera erste 5: ere veto Shoe eure 5,219,274 3,822,498 
Financing activities 

oansron.Ganadal sani sc tie ose) wie aeitats sci (303,687) (276,079) 

Dividend to] Canadabareweiryay stilted cree oro! (159,055) (316,885) 
Cash applied to financing 

ACI VALI SUM Pte sesso erre chee sievas catianto sek deer sv enens (462,742) (592,964) 
Investing activities 

Proceeds irom sale Oldand antral 266,135 

NA disIONS tOMIXedaSSEtSta ser smicleeieierne oer (4,852,977) (1,443,777) 

OL ds OTDOEHT Oo 40 GS OR DE EO ON Ore one 7,256 10,461 
Cash applied to investing 

ACH VITIOSs rove acre sancterrs «oie ietcernvoneneercas betsy oye? (4,579,586) (1,433,316) 
Increase in cash and short-term 

MEST No onnd, o6asuopsacdnoonanogndadd 176,946 1,796,218 
Cash and short-term investments, beginning 

(Siete Goer bodapar es ooo denn OoddepaoGod 5,847,811 4,051,593 


DiS 5 cuaaieiad nines on Bo eoeare ocerqomoels 6,024,757 5,847,811 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


ile 


In accordance with the Canada Ports Corporation Act, sec- 
tions 6.1 and 6.2, a petition for the establishment of a local port 
corporation at the Port of Halifax was approved and the Halifax 
Port Corporation was established effective June 1, 1984. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying 
values in the accounts of the Canada Ports Corporation—Port 
of Halifax to the Halifax Port Corporation. 


(a) 


(b) 


(c) 


(d) 


(e) 


. Significant accounting policies 


Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


Fixed assets 


Fixed assets are recorded at cost except for those trans- 
ferred to the Corporation from Canada which are recorded 
at appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from Ca- 
nada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes 
operational, using rates based on the estimated useful lives 
of the assets. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both 
the employees and the Corporation. The annual contribu- 
tions for pensions are recognized in the accounts on a 
current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based 
on estimated municipal assessments adjusted in accordance 
with the Municipal Grants Act. Grants are paid after the 
amounts have been audited by the Municipal Grants Divi- 
sion of Public Works Canada. Any adjustments upon 
finalization are reflected in the accounts in the year of 
settlement. 


Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay, annual leave and 
overtime compensatory leave, which are payable to its em- 
ployees in subsequent years under its collective 
agreements, or in accordance with its policy. 
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HALIFAX PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


3. Investments 
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1988 1987 
Amortized Face Amortized Face 
cost value cost value 
$ $ $ $ 
SOW. aacodnicitte 5,794,295 6,039,800 5,620,579 5,706,200 
1988 1987 
Amortized Market Amortized Market 
cost value cost value 
$ $ $ $ 
Long-term... 2 33,405 34,270 33,300 32,342 
4. Fixed assets 
1988 1987 
Net Net 
Depreciation Accumulated book book 
rates Cost depreciation value value 
% $ $ $ $ 
JECT Gre a5 Sto ROS OR a DOS ok 0. 3 onan tien bbls Aiki occ) ort 23,324,988 23,324,988 23,324,988 
Dredging sora tee tide tats FG) ser ase ade > ait dae aaentene 2.5-6.7 2,627,637 2,255,160 372,477 369,113 
Berthing 
StIUCHITeS mayan tea ke eked) apes Mhowowkeyt “constancy sacs ios kolsiayer otereneee keer <s 2.5-10 32,310,994 17,910,525 14,400,469 14,899,890 
Buildings? ermyacererontsersvers cierto seis clei cererece(tte hc eteeeno tes Manat Bate er 2.5-10 16,796,717 11,023,856 5,772,861 6,113,999 
OIG: nib dc oiooin.o o padi od OD SECO NMOeaOo agian Uirmio wc. ocbiauoSct 3.3-10 4,510,147 2,008,091 2,502,056 2,609,784 
Roads and 
SULPLACES A res sae RON Mae fe be) fe oraerald eta apg ociniadetetetiae ts gies « 2.5-10 7,462,891 4,117,353 3,345,538 3,737,024 
Machinery and 
Guliiinusridsn cuce cau osaonedand beuonoroec pond user e000 206 5-100 9,408,757 7,192,272 1,616,485 1,719,844 
Office furni- 
ture and 
Cifitiyitani as sopmeosesos obouon momo monugacogoonoOOC ORE OOn 20 920,031 738,952 181,079 257,710 
Projects under 
CONSETUCTION .2A. cae ciee cre Oe SLE eee tence bn wrote leech ayer 4,600,017 4,600,017 211,135 
101,962,179 45,846,209 56,115,970 53,243,487 
5. Loans from Canada 
1988 1987 
$ $ 
10% loan maturing on December 31, 1996 
repayable in blended annual principal and 
interest payments of $716,080 .......... 3,820,233 4,123,920 
Less: current portion repayable within one 
ENCES fT O OME OER ECR CORE OR coer a. 334,057 303,687 
3,486,176 3,820,233 


The loans from Canada are unsecured. 
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MANDATE 
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SUMMARY PAGE 
HARBOURFRONT CORPORATION 


a) To develop, manage and operate the waterfront in accordance with the development framework. 


b) To initiate, conduct or sponsor cultural, recreational, scientific and educational programs which, in its opinion are of 


advantage to the public. 


BACKGROUND 


The Harbourfront site in Toronto was delineated by the federal government in 1972 through the assembly of lands it 
owned plus other lands it expropriated. Extensive decayed properties were removed. With the efforts of all levels of 
government and an interim board, a long-term development plan was established and the mandate for Harbourfront 
Corporation was put in place in 1978. Since 1976, active Harbourfront programs of cultural, recreational and educational 
activities have made the site an attractive, busy public place. In addition to its spending on facilities for public use, the 
corporation has furthered private sector development on the site by leasing some land and selling air rights and with its 
cash flow from related development Harbourfront is aiming for financial self-sufficiency in its operation. 


CORPORATION DATA 
HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 
DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


CHIEF EXECUTIVE 
OFFICER (ACTING) 


CHAIRMAN 


AUDITOR 


Suite 100 

410 Queen’s Quay West 
Toronto, Ontario 

MSV 2Z3 


— Schedule III, Part I 
— not an agent of Her Majesty 


The Honourable Elmer MacKay, P.C., M.P. 
Public Works 


1936; as Terminal Warehouses Ltd, under the Ontario Companies 
Act; July 14, 1978, as Harbourfront Corporation, under the Business 
Corporations Act of Ontario; continued under the Canada Business 
Corporations Act, December 21, 1984. 


Frank Mills 


Consiglio Di Nino 
KPMG Peat, Marwick and The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial years ending March 31. 


At the end of the period 


“TE RTIARIESIGT ES 2 oe ee en 
Obligations to the private sector 
Obligations to Canada ..)/...5% .-: 
auity or Canada as .i a. ee cee 
Cash from Canada in the period 

RUC CLAN Re ole wich von 
SHON - OU PCCAL ok det Vecegucs aban 


1989 1988 1987* 1986 
(restated) 

CORN RE Nr 35.0 42.4** ONG | 36.3 
1 eA FA So Ae a nil nil nil nil 
PE Fa PEE TR ok: nil nil nil nil 
apenas Saree ME TE ANS 30.9 38.7 49.6 0.3 
Pre er ee nil nil 1.0 6.1 
BME cer ear eine a: btatereene nil nil nil nil 


* The 1986-87 and subsequent financial statements reflect a change in the corporation’s accounting so as to recognize 
that Harbourfront’s proceeds from development have contributed to the funding of the corporation’s activities. 
** The value assigned to Receivables from developers on the balance sheet was reduced by $12 million in the period. 
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HARBOURFRONT CORPORATION 


AUDITORS’ REPORT 


TO THE MINISTER OF PUBLIC WORKS 


We have examined the consolidated balance sheet of Harbour- 
front Corporation as at March 31, 1989 and the consolidated 
statements of operations, contributed capital and retained earnings 
(deficit) and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at March 31, 1989 
and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally ac- 
cepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, in our opinion, the transactions of the Corporation and 
its subsidiaries that have come to our notice during our examination 
of the consolidated financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Adminis- 
tration Act and regulations, the charter and by-laws of the 
Corporation and the management agreement dated June 13, 1980 as 
amended and renewed from time to time and expiring March 31, 


1990. 

Toronto, Canada Peat Marwick 

June 2, 1989 Chartered Accountants 
Raymomd Dubois, F.C.A 

Ottawa, Canada Deputy Auditor General 

June 2, 1989 for the Auditor General of Canada 


CONSOLIDATED BALANCE SHEET MARCH 31, 1989 
(with comparative figures for 1988) 


ASSETS 1989 1988 LIABILITIES AND SHAREHOLDER’S 1989 1988 
$ $ EQUITY $ $ 
Current assets Current liabilities 
Cash and term deposits (Note 4) ............- 1,880,019 2,793,999 Accounts payable and accrued liabilities .... . 3,143,981 2,957,918 
Receivable from Canada (Note 5)...........- 5,917,673 9,222,809 Deferred'révenues50. see eee ee : 886,184 WPAN 
Receivable from developers (Note 6) ......... 4,998,671 9,796,866 
4 3,730, 
Other receivables and assets ................ 1,389,570 1,713,188 0st te 720.05) 
14,185,933 23,526,862 SHAREHOLDER’S EQUITY 
Non-current assets 
Receivable from Canada (Note 5)............ 1,839,097 731,931 Shareicapitall (Note: terete crak erretrnretet: : 1 | 
Receivable from developers (Note 6) ......... 12,445,999 11,714,691 Contnibutedicapitallir testi eee etter . 32,493,635 34,441,284 
Prepaidtleasessamrcaete. tsetse aneccr reer ack 435,000 580,000 Retained earnings (deficit) ................ : (1,561,914) 3,788,705 
Deferred development costs (Note 7) ......... 4,448,225 4,141,052 
, , 3 
Fixed assets (Note 8) ...........-.00e0eeeees 1,607,633 1,265,505 Aa ET ir i 


20,775,954 18,433,179 


34,961,887 41,960,041 34,961,887 41,960,041 


See accompanying notes to consolidated financial statements. 


Approved by the Board: 
C. DI NINO 
Director 


NORMAN SEAGRAM 
Director 
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HARBOURFRONT CORPORATION—Continued 


CONSOLIDATED STATEMENT OF OPERATIONS 
YEAR ENDED MARCH 31, 1989 
(with comparative figures for 1988) 


1989 1988 
$ $ 
Public programming and facilities 
Revenues 
Event admissions. ...sac- ae irate eiake isin 2,004,739 1,689,202 
Corporateisponsorshipsianbr re ceb eile 1,648,965 1,084,337 
Goyerminent orantSme mace teas eric 960,063 835,117 
Parking, concessions and other 
INCOM Cwateraciie ty Sore eames ois io ipsa: 3,726,480 SVP T/SSi0) 
Racilityarental Sampara res ele terer tte telco s+ nels 829,669 869,932 
9,169,916 7,696,118 
Expenses 
Event proguction meme eiee trl riiteet 5,654,126 4,668,672 
Bventiadministrationen. 1st. ere eterna ee 1,159,810 1,045,972 
Marketing ecrresaqit hse aesae a erica tae 2,647,407 2,336,683 
Operation‘of facilities’ haw. dsacen 22h Ha 6,808,231 5,107,561 
16,269,574 13,158,888 
Loss on public programming and 
FACIILIOS tt erste siebaverness ores eter kale oceiey Aayeteyecee (7,099,658) (5,462,770) 
Commercial and corporate activities 
Revenues 
Commercialuncomesne seein tiie cise 2,294,938 2,519,884 
Interest on receivables from 
URGOTI GS colon wove tdcoseosa dowody 1,289,960 867,845 
Interest on Harbourfront Capital 
 NofSo\ NT Wie es os IP OO a eee 917,673 642,794 
4,502,571 4,030,523 
Expenses 
Commercial management .............--- 1,505,810 1,030,136 
Corporate administration .............+--. 1,247,722 1,322,500 
22 1 eV? 2,352,636 
Profit on commercial and corporate 
VEINS COS SRE S bia e PObIEd OS One MODSaS 1,749,039 1,677,887 
Net lossifomthe Veal paca: chaps 44 Clee cnotemsteior (5,350,619) (3,784,883) 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF CONTRIBUTED CAPITAL 
AND RETAINED EARNINGS (DEFICIT) 

YEAR ENDED MARCH 31, 1989 

(with comparative figures for 1988) 


1989 1988 
$ $ 
Contributed capital 
Balance, beginning/of year 2.5... - aa.0) == 34,441,284 41,605,107 
Net proceeds on development activity ........ 62,053 375,694 
Cost of parkland and public 
infrastructure conveyed to municipal 
POVEMIMENIS sey ete ise cslerl ele te lela (206,267) (3,474,781) 
Period development and other public 
infrastructure’ COS(S~ wets. oc. se eee ees (1,803,435) (4,064,736) 
BALANCE yENG Oy Calman nyesisioisoeiel ae evelerele eushare 32,493,635 34,441,284 
Retained earnings (deficit) 
Balance, beginning of year .............-.-- 4,238,705 8,023,588 
Correction of receivable from 
dev clOpelsmerr oo sone rile Sipe cael es 6 a: (450,000) (450,000) 
Revised balance, beginning of year .......... 3,788,705 7,573,588 
AGUIGRCUIS ATER EETE Gagoobonndsoeansaninoeome (5,350,619) (3,784,883) 
Balance,end of Vearienrryscireeiien eirtse = rss = (1,561,914) 3,788,705 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED MARCH 31, 1989 
(with comparative figures for 1988) 
1989 1988 
$ $ 
Operating 
Netilossdonthesyealo rei aisrasla cries cients : (5,350,619) (3,784,883) 
DESMO 4 donde nw dedd des cosoad asses : 496,525 287,372 
(4,854,094) (3,497,511) 
Other receivables and assets............... ; 323,618 108,669 
Prepaidvleascsac tare itera k kite rg ett : 145,000 (580,000) 
Accounts payable and accrued liabilities .... . 186,063 1,395,137 
Deferred revenues. .5<, ccs eke bas a Sea e . 114,051 (716,011) 
Interest receivable on the Harbourfront 
CapitalVAccOUn Gs aa aatark ern cura irae s (594,864) 34,213 
(4,680,226) (3,255,503) 
Investing 
Investment in fixed assets ..............-- : (966,739) (1,352,570) 
Loss on disposal of fixed assets ............ : (31,314) 


Harbourfront Capital Account 


DepositStgreicniee ety scre ce ater hanes , (4,107,166) (11,059,166) 
Wathdtawals terrier nictacrn asa ‘ 6,900,000 8,400,000 
1,794,781 (4,011,736) 
Financing 
Grants and sponsorship of fixed assets ...... . 159,400 843,850 
Development 
Net proceeds on development activity ....... : 62,053 375,694 
Cost of parkland and public 
infrastructure conveyed to municipal 
MOOT NG: sus son oootlon Hyobla dhe cone s (206,267) (3,474,781) 
Period development and other public 
infrastructure;cOstSos sume etacte tins uael- , (1,803,435) (4,064,736) 
Deferred development costs .............-- d (307,173) 2,088,338 
Receivable from developers .............+- B 4,066,887 11,759,335 
1,812,065 6,683,850 
Change in theby calgon tte eee : (913,980) 260,461 
Cash and term deposits, beginning 
OAK cho hbiis bboeciomcrme tue cs elomriare Oc : 2193999 2,533,538 
Cash and term deposits, end of 
NCE Tira Obes ano soto earboca aaemoonee : 1,880,019 2,793,999 


See accompanying notes to consolidated financial statements. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and mandate of the Corporation 


Harbourfront Corporation (the "Corporation"), continued 
under the Canada Business Corporations Act December 21, 
1984, is a parent Crown corporation listed under Part I of 
Schedule III of the Financial Administration Act. The share 
capital of the Corporation is held by Her Majesty the Queen in 
Right of Canada ("Canada") as represented by the Minister of 
Public Works. The Corporation is exempt from corporate in- 
come tax. 

The Harbourfront site, owned by Canada, totals approximate- 
ly 100 acres and occupies a central position on the Toronto 
waterfront. 

Under a Management Agreement with Canada dated June 13, 
1980 as amended and renewed from time to time and expiring 
March 31, 1990, the Corporation has the dual role and mandate 
to: 


(a) Develop, manage and operate the Harbourfront site in ac- 
cordance with a development framework approved by 
Canada; and 
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HARBOURFRONT CORPORATION—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


(b) Initiate, conduct or sponsor cultural, recreational, scien- 
tific and educational programs which, in its view, are of 
advantage to the public. 

Title to the lands of the Harbourfront site is held by Canada 
with the exception of parkland and public infrastructure con- 
veyed to municipal governments and certain lands transferred 
to the Corporation by Canada. All development activity by the 
Corporation relates to the sale of air rights or the lease of lands 
of the Harbourfront site on behalf of Canada. The net proceeds 
generated by the Corporation from the development of the 
Harbourfront site as well as capital contributions from Canada 
are credited to contributed capital to recognize Canada’s con- 
tribution to the capital funding of the Corporation. 


In order that the Corporation achieve financial self-suffi- 
ciency, all funds derived from the capitalized leasing, sale or 
resale of lands or development rights are available to the Cor- 
poration in fulfilling its mandate. These funds, when received 
from developers, are placed on deposit with Canada in the 
Harbourfront Capital Account, an interest bearing account of 
the Consolidated Revenue Fund. The principal may be with- 
drawn by the Corporation with the approval of Canada. The 
interest is distributable to the Corporation on request. 

The principal subsidiaries of the Corporation are The Art 
Gallery at Harbourfront, International Readings at Harbour- 
front and School by the Water. 


. Development freezes 


During the period April through October, 1987, a policy 
review of the role and mandate of the Corporation was per- 
formed at the request of the Minister of Public Works. All 
development projects of the Corporation were held by abeyance 
during the review and subsequently released. 

On February 22, 1988, Toronto City Council passed the In- 
terim Control Bylaw suspending, with very few exceptions, all 
development activity on the Harbourfront site. Negotiations to 
end this development freeze are in progress. Principles of set- 
tlement have been agreed to by the Corporation and 
representatives of the City. The proposed settlement, which 
establishes a new basis for the development of Harbourfront, is 
subject to approval by Toronto City Council and Canada. Under 
the proposed settlement, the Corporation would agree to convey 
40.8 acres of the 100 acre Harbourfront site to the City and to 
provide $25 million towards the cost of improving the City’s 
parks at Harbourfront over the next six years. 

Due to the uncertainty of the impact on the Corporation, the 
possible ramifications of these actions have not been reflected 
in these financial statements. 


. Accounting policies 


These consolidated financial statements have been prepared 
in accordance with accounting principles generally accepted in 
Canada. 

The significant accounting policies of the Corporation are as 
follows: 


(a) Basis of consolidation 


These consolidated financial statements include the ac- 
counts of the Corporation and its subsidiaries. 
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(b) Revenue recognition 


Revenues from public programming activities are recog- 
nized on performance of the related event. Revenues from 
public facilities and commercial activities are recognized 
as the related services are provided. 


(c) Development proceeds and costs 


All development proceeds and costs directly attributable to 
a project are deferred until approval of the related develop- 
ment agreement is received from Canada, at which time, the 
proceeds are recorded, net of related development costs, as 
contributed capital. Development costs not attributable to 
a particular project are charged to contributed capital as 
incurred. 


(d) Parkland and public infrastructure 


Costs related to parkland and public infrastructure expected 
to be conveyed are deferred and charged to contributed 
capital when title is passed to the appropriate municipal 
government. All other public infrastructure costs are 
charged to contributed capital as incurred. 


(e) Government grants and corporate sponsorship 


Grants and sponsorship income are recorded as receivable 
when receipt is reasonably assured. Grants and sponsorship 
income are recognized as revenue on performance of the 
related event or over the period being funded, as appropri- 
ate. Grants and sponsorships related to specific capital 
projects are applied against the cost of those projects. 
Grants from Canada for the development of the site are 
made in its capacity as shareholder and are recorded as 
contributed capital. 


(f) Fixed assets 


Fixed assets are recorded at cost, net of related government 
grants and corporate sponsorship. Depreciation is calcu- 
lated on the straight-line basis over the estimated useful life 
of each asset. Transfers of land to the Corporation from 
Canada, required to facilitate certain development agree- 
ments, are recorded at a cost of $1. 


. Cash and term deposits 


Included in cash and term deposits is a separate "Investment 
in the Arts" account of $150,571. This fund is comprised of a 
$120,000 contribution by the Ontario Ministry of Culture and 
Communications and a $30,571 contribution by Harbourfront 
Corporation. 


. Receivable from Canada 


1989 1988 
$ $ 
Deposit in the Harbourfront Capital 
ACCOUNUB ES aha caiec eiovs 5 eorier texan : 6,839,097 9,631,931 
Interest receivable on the Harbourfront 
Gapitab/Account yea see eae ee ; 917,673 322,809 
7,756,770 9,954,740 
essmon-ctirrentiportion “5 >. sce ee , 1,839,097 731,931 


5,917,673 9,222,809 


At March 31, 1989, $1,325,562 (1988—$ 1,307,908) received 
on the sale of air rights and included in cash and term deposits, 
remained to be placed on deposit in the Harbourfront Capital 
Account. 
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HARBOURFRONT CORPORATION—Concluded 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


6. Receivable from developers 


1989 1988 
$ $ 
Dueron:sale ofan rights) cinra sta sye series 15,665,395 20,155,249 
Interest and construction allowances ....... 1,779,275 1,356,308 
17,444,670 = 21,511,557 
Less non-current portion ...........-..44. 12,445,999 11,714,691 
4,998,671 9,796,866 
Deferred development costs 
1989 1988 
$ $ 
Deferred costs of projects under development 713,676 713,676 
Deferred costs of parkland and public 
MMAR AS(HUCTUTC Men reestetvetere cite teye rete cvaieTsreaats 3,734,549 3,427,376 
4,448,225 4,141,052 
. Fixed assets 
1989 1988 
$ $ 
Wand Serer cree ran ice cierto) netercrensye 1 1 
Buildinowppersnen eter ee os cro coroner 3,658,959 3,658,659 
EQuipmentimeprtorry-eictractercrrtia etree 2,151,823 1,185,384 
5,810,783 4,844,044 
Less government grants and corporate 
SPONSOISHi Perse cick ete ae see ete eles IPA TBYS 3,068,353 
2,583,030 1,775,691 
Less accumulated depreciation ............ 975,397 510,186 
1,607,633 1,265,505 


Construction of The Art Gallery at Harbourfront was com- 
pleted in 1988. As the capital costs of this facility are expected 
to be recovered from pledges, no depreciation of the unre- 
covered capital costs of $431,206 (1988—$590,306) has been 
recorded in the year. 


. Share capital 


As at March 31, 1989, the authorized share capital of the 
Corporation consists of 500,000 (1988—500,000) common 
shares without par value of which 215,500 (1988—215,500) 
shares are issued and fully paid for consideration of $1 (1988— 


$1). 


. Cumulative contributions by Canada 


The following unaudited historical cost information in mil- 
lions of dollars has been supplied by the Department of Public 
Works: 


Fiscal 1972 Fiscal 1981 
to 1980 to 1989 Total 
$ $ $ 
(WARY HTONM og sccednocancoodo 54.4 54.4 
Operating and capital expenditures .. 21.5 21rd 


Operating contributions ............ 8.5 8.5 
Development and land acquisition 


contributions Sila 


59.8 


SES 
135.7 


75.9 


Ute 


presentation adopted in the current year. 
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Amounts contributed subsequent to fiscal 1980 represent 
expenditures pursuant to the Management Agreement with Ca- 
nada. 


Only that portion which represents cash received from Cana- 
da has been recorded in the accounts of the Corporation. 


Litigation 

The Corporation is the defendant in a number of legal actions 
and, in a number of instances, instituted counterclaims. In the 
opinion of management, these actions will not have a material 
adverse effect on the financial position of the Corporation. 


. Comparative figures 


Certain comparative figures have been restated to conform to 
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SUMMARY PAGE 
INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT 


MANDATE 


To initiate, encourage and support cooperation between Canada and developing countries in the field of ocean resource 
development. 


BACKGROUND 


ICOD was established by statute as a parent Crown corporation in February 1985. Its work complements that of CIDA, 
the International Development Research Centre, and other development assistance organizations. It is seen as an 
important new dimension in Canada’s efforts to assist less developed countries through its long experience and expertise 
in marine resource management. 


CORPORATION DATA 


HEAD OFFICE 5670 Spring Garden Road 
9th Floor 
Halifax, Nova Scotia 
B3J 1H6 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Right Honourable Monique Landry, P.C., M.P. 
DEPARTMENT External Affairs 
YEAR AND MEANS OF 1985; The International Centre For Ocean Development Act, (R.S.C. 
INCORPORATION 1985, 1st Suppl. c. 17). 
CHIEF EXECUTIVE G.C. Vernon 
OFFICER 
CHAIRMAN Elisabeth Mann Borgese 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

SN aee NSS (Seminars on ieie a 8 0 tet muerte certs ta Maye eee ada! ec ae ae ea, O72 0.1 0.1 

Oblreatonsto the private SCClOna cranes tech p uta eae nil nil nil nil 

Oblicanonsto Canada) ie cece oto apie aurea earn eae nil nil nil nil 

OTE END Am A a ad S66 ins Spcex he Matern aE cate ea Ne ee roe negl. negl. negl. negl. 
Cash from Canada in the period 

=— bud setany mee seimetiois 24 Hs wahendberes. na ca 6 eee 8.0 6.4 4.0 bel 


p= TION = DUOSO CAR Vinten sessed fore aves aes tance karan y facet nse nil nil nil nil 
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AUDITOR’S REPORT 


TO THE MINISTER FOR EXTERNAL RELATIONS 
AND INTERNATIONAL DEVELOPMENT 


I have examined the balance sheet of the International Centre for 
Ocean Development as at March 31, 1989 and the statements of 
operations, surplus, contributed surplus and changes in financial 
position for the year then ended. My examination was made in 
accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as I considered 
necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Centre as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Centre that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
International Centre for Ocean Development Act, and the by-laws 
of the Centre. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


June 5, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 LIABILITIES 1989 1988 
$ $ $ $ 
Current Current 
CLIP ae RR OG OOS MORSE ic c tormered an omer 2921S 37,464 Accounts payable and accrued liabilities .... . 668,932 208,991 
XCCOUDISIKECCINADIC irr eters nee act 69,672 34,977 Advances from Canadian International 
Accounts receivable—Canadian International DevelopmentiAgency aire csm ee steele eo : 621,485 
Development AcchC Vanier iyi keri 973,648 169,867 1.290.417 208.991 
EQUITY 
Contr butedisurplis (NotesS) meee tee rier : 54,227 
Surpluss(GEficit) mmerecrsisrretcneecrre renters : 45,616 (20,910) 
45,616 33,317 
1,336,033 242,308 1,336,033 242,308 


Approved by the Board: 
ELLEN S. MCLEAN 
Director 


SHARON J. PROCTOR 
Director 
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INTERNATIONAL CENTRE FOR OCEAN DEVELOPMENT—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Program activities 
Technical assistance 
Technical assistance projects (Schedule A) .. 2,098,071 2,010,195 


Program—Development and 
TelatedlexPenSeSwerataaal terete 80,070 88,334 
—Administration costs 


(SchedulesE) tiers sacra sect ecpes 531,010 451,524 
2,709,151 2,550,053 
Information 
Information—Projects (Schedule B) ....... 534,778 123,412 
—Services 
OANA sorsdndcaasn0bode 183,558 139,647 
Program administration costs 
(SchedtiGiB ic a: paSavaciqeene tie cornea ce 486,889 363,543 
1,205,225 626,602 
Training 
Course development projects 
(Schedule: Cy Wsacise no earls core etents 1,359,801 1,145,878 
Scholarship projects (Schedule D) ......... 1,379,525 910,709 


Program—Development and 
relatediex penSesir- tyre 76,654 11,720 
—Administration costs 


KSchedulevs) rp errs 557,114 408,584 
3,373,094 2,476,891 
Total program activities 
EXPENAITULES re seeshs ies Clos epaver dears ais 7,287,470 5,653,546 
Administrative expenditures (Schedule F) ..... 1,285,690 904,809 
8,573,160 6,558,355 
Deduct revenues: 
Recoveries—Canadian International 
Development Agency (Note 7) .......... 504,383 135,750 
Interest'andiotherincome 0... .ctee ioe 81,076 11,979 
585,459 147,729 
Costofioperationsomthesycata neni rte 7,987,701 6,410,626 
STATEMENT OF SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
(Deficit) at beginning of the year .............. (20,910) (10,284) 
Transfer of contributed surplus 
tordeficiti(INOte:S) iia ance cor rerierntye ert: 54,227 
Parliamentary appropriations ................. 8,000,000 6,400,000 
8,033,317 6,389,716 
Deduct: cost of operations for the 
Ve Uline ee Netra ene Ng co or ogscaha scale inuaterepaeslaterenes 7,987,701 6,410,626 
Surplus (deficit) at end of the year ............. 45,616 (20,910) 
STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
Contributed surplus at beginning of the year..... 54,227 54,227 


Transfer of contributed surplus to 


Geficit\(Note:3) ie citer tere rereerien tenets sora (54,227) 


Contributed surplus at end of the year .......... 54,227 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Financing activities 
Parliamentary appropriations .............. : 8,000,000 6,400,000 
Operating activities 
Cost of operations for the year............. ; (7,987,701) (6,410,626) 
Decrease (increase) in non-cash 
working capital 
EMS Ste cates vent atin oe ate tee eee lta : 242,950 (22,029) 
(7,744,751) (6,432,655) 
Increase (decrease) in cash.............-+-+: ; 255,249 (32,655) 
Cash at beginning of the year ............... P 37,464 70,119 
Gashyatiendiofithe Veanmearrrntritaer treme tte : 292,713 37,464 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and objectives 


The International Centre for Ocean Development was estab- 
lished by the International Centre for Ocean Development Act 
in 1985 as a Crown corporation without share capital, named in 
Part I of Schedule III to the Financial Administration Act. The 
Centre is dependent on the Government of Canada for operating 
appropriations. 

The objectives of the Centre are to initiate, encourage and 
support cooperation between Canada and developing countries 
in the field of ocean resource development by: 


(a) initiating and supporting programs in developing countries 
for the improved management and utilization of ocean 
resources, particularly as a source of food; 


(b) supporting the development of indigenous expertise and 
institutions in developing countries in order to increase the 
capacity of developing countries in integrated ocean use 
management; 


(c) enlisting the expertise of people and institutions in Cana- 
da, developing countries and elsewhere; 


(d) developing and sponsoring the collection and dissemina- 
tion of information relating to ocean resource 
development; 


(e) developing and sponsoring training programs, technical 
assistance and advisory services relating to ocean resource 
development; and 


(f) supporting research relating to ocean resource development. 


2. Significant accounting policies 
The financial statements reflect the following policies: 
(a) Capital expenditures 


Purchases of equipment, office furniture, and costs of lease- 
hold improvements are expensed in the year of acquisition. 


(b) Parliamentary appropriations 


Parliamentary appropriations are recorded in the Statement — 
of Surplus for the year to which they apply. | 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


(c) 


(d) 


(e) 


(f) 


Project expenditures 


The Centre enters into agreements with third parties to 
undertake projects. Project expenditures are charged to 
operations when disbursed and as they become due under 
the terms of the contractual agreement. 


Pension plan 


Employees of the Centre are covered by the Public Service 
Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required equally 
from the employees and the Centre. These contributions 
represent the total liability of the Centre and are recognized 
in the accounts on a current basis. 


Foreign currency translation 


Monetary assets and liabilities are translated at exchange 
rates in effect at the balance sheet date. Foreign adminis- 
trative expenses are translated using the weighted average 
of exchange rates in effect at the date of transfer to the 
Centre’s foreign office. The resulting foreign currency 
translation gains and losses are included in the results of 
operations. 


Recognition of recoveries 


Revenue in respect of projects is recognized at the time the 
related expenses are incurred. 


3. Contributed surplus 


Pursuant to the approval of the Minister of External Relations 
and International Development, the contributed surplus of 
$54,227 has been transferred to the surplus, effective March 13, 
1989. Contributed surplus represented the net book value of 
assets contributed to the Centre by the predecessor, non-gov- 
ernment organization, International Centre for Ocean 
Development. 


4. Income taxes 


The Centre is exempt from income taxes. 


5. Operating leases 


The Centre has entered into various operating lease arrange- 
ments for office premises and equipment. The future minimum 
lease payments are as follows: 


Year ending March 31 $ 
OOO ROLES ER Ten I IL 356,624 
WOO MA A555 reas cuore siciegeve tess eney star Steve 3s 6 laces avopevecersts emote ose 402,561 
Me) leas nr RRM RS TO a a OLES PN MAERUA cea N eR RS ori 402,561 
100 Br res More nea raceae Matter eR ct revatio pea saere eae 18,552 
ISS areas Ata ei eee le eelae ont ice mane es ieee 18,552 

1,198,850 


6. Contractual commitments 


The Centre is committed to the following project expendi- 
tures, subject to compliance by recipients with the terms of 
their agreements. 


Year ending March 31 $ 
CEU aoa ee ncens Sra ese oe Iara camo ao occ 5,407,000 
OOD berets clo Sei ce GAD mn a POS Oo oth ae rir dari 2,353,700 
199 Dieacanarensestraretro marae gna aea scorer ayroomahoucn vor Pawanene ser oeantetat 1,262,800 

9,023,500 


7. Canadian International Development Agency Projects 
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The Centre administers four projects which are funded by the 
Canadian International Development Agency. Expenses and 
revenues for these projects totalled $504,383 (1988 — 
$135,750). 


8. Comparative figures 


The 1988 figures have been reclassified to conform to the 


statement presentation adopted in 1989. 


TECHNICAL ASSISTANCE PROJECTS 


Project 
Number 


880223 
870116 
850011 


880227 


880235 


870132 


880186 
860041 


850010 
860055 


880214 


870138 


880259 


860030 
870183 


870161 
880226 
870150 
870135 
880212 


860051 


880250 


860072 


870182 


870107 


FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE A 
1989 1988 
$ $ 

CIDA/South Pacific Funding........... 177,660 
Research Coordination Unit ........... 151,921 50,000 
FFA 

Survelllancegerpoeja as yoctoes ae rovers 127,017 252,857 
OECS Small 

Projects Funding 

Progrant.iesw ywiatsan chon nce eee 101,693 
Caribbean Regional Marine Resource 

ASSESSMENt PIOjeC hme. rite streets 100,120 
Fisheries Data Management, 

Institutional Enhancement 

Programe yin cats nis eat maa eer ae 99,367 63,900 
Maritime Boundary Delimitation 

Workshop—South Pacific ........... 99,029 
CCOP/SOPAC—Regional Marine 

GEOLOGY ois sore tales seperti aucousn segaen sestons 93,461 90,002 
OE GSiPishenies Des kieemrsariee eters 75,000 346,233 
Morocco Fisheries Data 

Management anc criiiercrecaceis vats 74,078 49,521 
Eastern Caribbean—Fisheries 

Monitoring, Control and Surveillance . 72,824 
Reef Fisheries Management 

Planning 

EAM AlCa/ DCLIZE seen ter ttt recta 71,100 
Small Fisheries Projects Funding 

PLO Seam gece ches ssts-a: sonecave choraat sheave tstelers 70,000 
Research Vessel Operation............. 69,635 61,654 
Fishing Vessel Evaluation 

Seychelles fist. qq oe Ee 67,916 
Vanuatu Fisheries Extension 

AdViSOP in si0. 40 tense Hk epee 66,266 
Training in Fish Quality Control 

and Inspection: s.-aaeteieerat 66,010 
Rural Fishing Groups—Solomon 

Islandstanr twee yy acces et eeeK 48,694 
Lagoonal Health Characteristics 

Mauritius xo. cis dere e)s (aces «os Eos ms 45,767 
Lobster Assessment Program 

Jamaica «<a pti ese ae 45,000 
Economically Important 

Reef Fish 

(Maldives) 52%..5.00e0)- iat tepeeh a 40,705 10,963 
Fisheries Division 

Institutional and 

Administrative Planning ............ 40,000 
Economic Analysis of Costa Rica....... 39,240 80,087 
Production Assistance for Artemia 

Saling==Mauritus ieee sree eae 29,409 
Guidelines Fish Quality Control 

SAE NINES Caan aASemaapauourogc 16,062 78,634 
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TECHNICAL ASSISTANCE PROJECTS COURSE DEVELOPMENT PROJECTS * 
FOR THE YEAR ENDED FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE C 
MARCH 31, 1989—Concluded SCHEDULE A 
Project 
Project Number Re 
Number 1989 1988 $ $ 
$ $ 850014 Marine Affairs Diploma 
860032 Fisheries Surveillance Goursesimrmie co eer emel temnaciers 437,150 272,286 
—South and West 860070 Marine Affairs Diploma 
Indian\Oceanieerrarr sce ae ors er pealOvss 51,328 Materials sence an eter ee et 163,596 135,622 
870178 VSS Feasibility 880191 OECS Fisherman’s Training 
ESE Ryee eS EE: cre Ris ca easuhe cco uareue - 10,000 30,000 Programigesicuiy- sete te re antaereheiers 127,262 
860083 Vanuatu—Fisherman’s 880195 Graduate Program in (Marine) 
ARSE iA ates ay Gao Cenc AIS Caos ad at : 8,400 33,000 Resource and Environmental 
870164 South Pacific Prosecutions Procedures Management Sr ccm cee: cer toon et: 107,044 
Study =.ci.1. oc .chtepirneeettert bat: ; 6,500 42,000 880211 Micro Computer Training and 
870173 Legal Affairs Unit—Forum Fisheries Systems Development; 
AcencysSoutn Paciicarrnnr er cee : 6,000 43,000 TED Gevsoceckons persaend eae oer sercea nee 72,675 
870162 Regional Fisheries Database 880188 Fisheries Extension Training 
irplempentationnpa titer fers creer te: j 4,000 28,000 Courses; Pacific Island Countries ..... 64,054 
860100  Coral/Sand Removal 870123. —_ Erindale Maritime Boundary 
Mauritius 4.) peak Ge ast aiserenaars ; 1,650 50,047 Delimitation: Coutsess--e ee ease ae 53,350 52,825 
860036 Sea Moss Cultivation 870131 University of Papua New Guinea, 
Programmes. teras/s selene sete tees : W527 105,187 Law Faculty Assistance ............. 42,095 
870163 Cook Islands Boundary Delimitation 880269 Computer Training and Upgrading 
AGS EGS, cm dig Circe OLInMOT OS OOS Ue : 5 27,721 —Forum Fisheries Agency and 
860049 Caribbean Fisheries Training Member States tes-rraccr-rictee ore eters 30,000 
a Phases lmepreercttsnscavesce testes eee “ 92,310 870128 § Mariculture Training: Micronesia ....... 29,147 
860094 Maldives Surveillance ............... : 78,013 880268 Fisheries Consultancies ............... 27,000 
860082 VFDP 870113 FFA Observer Training 
Evalua- Course ee eat Cire. wolahcelncete eae 26,200 23,756 
CON ese tee seca Sasa 6: a ‘ 41,668 860060 Stock Assessment 
870124 OECS Workshop on Regional Fisheries &— CEGAB 8 eke Aa Geeae eres 14,788 326,523 
CCE SSten ta sah levers eeaien fe chiasayer soayel avovenqueie , 26,250 860027 WMU Sea Use 
860098 Consultancy in Fisheries Planning 
Management «15-170 en. noe ‘ 25,504 COUTSCH hte Sera eee ee eee 330 31,043 
Sublotalun tncediar noerea eee . 1,936,809 1,757,879 870111 SPC Fisheries Extension 
Projects under $25,000 ............4: . 161,262 252,316 sty eps ee eee Pett eee seen neces ee ees 80,000 
APIECE Entrar > eR isheries Enforcement 
2,028.02 let 2,010,199 WoarkshopabbAs <-sicsdc oe Se 55,253 
870127 WMU Training Modules 
Phase Tid oeisiy 5 cco apeceeiamereaes cee 52,650 
INFORMATION PROJECTS 860102 Maritime Boundary Delimitation 
FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE B COULSE Ne) ssrystrecss cova satin sists cholo ane seta overs 38,511 
Subtotal vosca: tect < ceait yoo eee dase is 1,194,691 1,068 469 
Project Projectsiunden 325,000) seme acts 165,110 77,409 
Number 1989 1988 1,359,801 1,145,878 
$ $ 
870130 Pacific Islands Marine Resources 
Information System 
(PIMRIS)) Asse bers osc MO . 110,000 
870137 Strengthening Technical Information 
SErvices eee eec «os et OE: . 100,000 


880255 Conference on Management and 

Development Strategies on South 

Pacific’ FisherieSwan st aaaeacdsess nee : 78,000 
880217 Marine Law Database and 

Document Delivery 


Service (MARLAW) .....820.2.205 ; 75,000 
880193 Enhancement of Fisheries Information 
Handling Capabilities at the Forum 
Fisheries Agency (FFA) ........... F 36,665 
870179 Environmental Eduction Kit on 
Coastal Zone Protection ........... : 30,000 
860063 Training Directory—Phase II ......... . 677 43,343 
Subtotaligeceise sc ccs coustelsiciee teueaess . 430,342 43,343 
Projectswinders 25,000 eee ce ccs . 104,436 80,069 


534,778 123,412 
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SCHOLARSHIP PROJECTS 
FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE D 
Project 
Number 1989 1988 
$ $ 
860074 Marine Affairs Diploma 
Scholarships. Nii. Wa siraastarschatees 7 77390)253 334,683 
860076 ICOD Scholarship Programme 
(9872911) Reais are ate des: f. . 288,964 91,014 
870167 CIDA Kellowships ancin-ee site ee . 134,644 34,740 
860097 CIDA/WMU Africa 
Scholarshipsmeriy asec ie hee ; 91,104 101,011 
860057 Non-fuel Minerals resource 
Management Course 
ZAC) HIS) HNC Ewe we oa 0 OHGOUS ; 69,008 
850019 WIM Ulocholarshipsiecmectricc since : 66,612 67,512 
860025 Regional University Scholarships ..... : 59,350 41,212 
860062 Tropical Fisheries Diploma .......... ‘ 44,178 70,263 
850018 IOI Scholarships (Halifax Course) ..... : 43,440 40,500 
870184 Short Term Attachements Program .... . 42,002 
880218 IOI Scholarships: Indian Ocean 1988 .. . 40,000 
870160 Tropical Fisheries Diploma 
Scholarships (University of the 
South Pacific); Republic 
OfPalawirscmiera vlecorcencr tatesecneis: ais ; 36,556 
860103 Cooperation desiPecheswre cere : 46,890 
SUbtOra lr ee ere cis omy See 1,306,111 827,825 
Projectsiundern525, O0Olervatrer- itera, : 73,414 82,884 
1,379,525 910,709 


TOTAL PROGRAM ADMINISTRATION COSTS 


FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE E 
| Total Total 
Salaries Travel Other 1989 1988 
$ $ $ $ $ 
TechnicaliassistanCes.- ie ccetare acca b coe Pad tere orks Sein ereofore eek ras eke Ge iedeas 309,554 106,513 114,943 531,010 451,524 
Ii fOLMA OMe ater eee see roe rercicesreheeero ctl otetaxan me man tettte tee ami te eaten te 346,68 1 56,202 84,006 486,889 363,543 
— WRMNYS Soest oaseoudodedccasoocdgogacdsosontadondten sean c6unE 383,236 96,530 77,348 557,114 408,584 
| 1,039,471 259,245 276,297 1,575,013 1,223,651 


ADMINISTRATIVE EXPENDITURES 


_ FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE 
1989 1988 
| $ $ 
| Employee and contract staff salary 
ATG“ DCNIELIES. a, 5, Mate ehoPeis sera. he erosese Ne On oi « 514,005 422,909 
BRLOLCSSIONALISCLVICCS i. yeletteieie te heeneen a) erence st ic 159,186 37,485 
BO iice EquIpPMeNt pei ke oa cole ee oli oye) 111,367 90,787 
TTCS SU) PICS ANIC IAPS so gnuosadusodacses 93,488 49,961 
Recruitmentand!relocation) 222. ojs0.05 is seit sri 88,833 71,708 
Accommodation and leasehold improvements ... 79,767 74,400 
airaveleand Nospital iy wer. ieio eit lene ete they alereys « 72,470 48,969 
Directors’ honoraria, travel 
ANGIE EEN GS! secre setae teres lees a teteuar execs ecue:/rs 60,799 48,096 
_ Communications and postage .............--.- 55,284 45,511 
Miscellaneous services and expenses ........... 50,491 14,983 


1,285,690 904,809 
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SUMMARY PAGE 
INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 


MANDATE 


To initiate, encourage, support and conduct research into the problems of the developing regions of the world and into 
the means for applying and adapting scientific, technical and other knowledge to the economic and social advancement 
of those regions. 


BACKGROUND 


IDRC was created to help resolve, through research carried out by Third World scientists, the problems of poverty in the 
developing countries. To this end, it has established the following main program areas: Agriculture, Food and Nutrition 
Sciences; Health Sciences; Information Sciences; Social Sciences; Communication, and Earth and Engineering Sciences. 


CORPORATION DATA 


HEAD OFFICE 250 Albert Street 
Ottawa, Ontario 
K1G 3H9 
STATUS — not an agent of Her Majesty 


— exempt from provisions of Divisions I to IV of Part X of the 
Financial Administration Act 


APPROPRIATE MINISTER The Right Honourable Joe Clark, P.C., M.P. 

DEPARTMENT External Affairs 

YEAR AND MEANS OF 1970; by The International Development Research Centre Act, 
INCORPORATION (R.S.C. 1985, c. I-19). 

CHIEF EXECUTIVE Ivan L. Head 

OFFICER 

CHAIRMAN Janet M. Wardlaw 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

TP OUALA SSE ee terebit a 5 5.5: 5cnae geese ts: ee RN Poco 3 oko. Face cee 34.3 24.3 14.3 16.7 

Obligations to the private SeClOr 25.2. nee ee se eee nil nil nil nil 

Obligations#o.C€ anada 2c es age ibn st ene nil nil nil 4.0 

Equitviom@anada iis: tamianaties cc: vie Ge teiereie eos Siena sie 13:9 8.6 2.6 | at 
Cash from Canada in the period 

pom OUCH GNM cl. gs ic =. 3 Yo ory alee nana mengre® atari GUsts, oleae 114.2 108.1 96.0* 82.0* 

—— NON-DUASELARYPsewston Soi 5 xan IE i een = Gee oe nil nil nil nil 


* Net of $4.0 million repaid to Canada in each of these two years. 


| 
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AUDITOR’S REPORT 


TO THE INTERNATIONAL DEVELOPMENT RESEARCH CENTRE 
AND THE 
SECRETARY OF STATE FOR EXTERNAL AFFAIRS 


I have examined the balance sheet of the International Develop- 
ment Research Centre as at March 31, 1989 and the statements of 
operations, equity of Canada and changes in financial position for 
the year then ended. My examination was made in accordance with 
generally accepted auditing standards in Canada, conforming with 
International Auditing Guidelines, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Centre as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles in Canada, conforming with International Accounting 
Standards, applied on a basis consistent with that of the preceding 
year. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


June 2, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 
$ $ 
Current 
Cash and short-term deposits (Note 3) ........ 26,897,087 18,804,032 
Accountsireceivablemeech er hem -miacirie pit ae 888,653 739,013 
Prepaidiexpensesmnater ine aeicsciiere cece 1,394,660 973,566 
29,180,400 20,516,611 
RVECOVELADIC GEPOSIS qr anvsreie vires selon stale sural 183,430 197,721 
Property and equipment (Note 4) .............. 4,770,484 3,427,620 
Endowment funds \(Note'5) ...:.¢........200. 165,441 151,273 
34,299,755 24,293,225 
Approved: 
IVAN L. HEAD 
President 


! ANTOINE HAWARA 
. Treasurer 


243 
LIABILITIES 1989 1988 
$ $ 
Current 
Accounts payable and accrued liabilities 
GN Ote16) eee reeds act kiieia iershaegeccras area : 12,373,696 9,421,661 
Contract research 
(NOteH/) Races keeice ac srsiente acuee atuae ; 2,532,328 685,697 
14,906,024 10,107,358 
Accrued employee separation benefits ........ : 2,722,679 2,541,719 
Deferredirent-——Head Officers eee : 2,616,835 2,921,709 
Endowment funds (Note 5) ................- F 165,441 151,273 
EQUITY 
EquityofiCanaday cronies cramieciera cis aera ae : 13,888,776 8,571,166 
34,299,755 24,293,225 
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STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 1989 1988 
$ $ $ $ 
Expenses Operating activities 
Development research activities Cash provided by 
Project GrantSwaertnaeeriiete tei sey erate caer 56,898,932 53,953,596 operations 
Centre-administered projects ...........-- 6,777,332 6,301,802 Excess of revenue over expenses ......... : 5,317,610 6,016,240 
Contract research (Notes/) meme erin te 4,198,988 2,107,575 Items not affecting 
67,875,252 62,362,973 cash 
Research-related activities Roe = as a oar Depreciation and amortization ......... : 995,099 944,724 
Technicalisupporte acae coe crane teak’ ae 14,471,250 13,612,515 Provision for employee separation 
Program development support ............ 6,382,458 5,265,836 benefits ©... 0... eee eee eee eee : 551,298 356,694 
Information dissemination .............-. 2,389,558 2,071,295 Gain on disposal of 
Development-research EQUIPMENE peyeraetupeet-ccere yee tate : (27,883) (79,157) 
Library eee seer creet sie ctencune sisters Ore. cre 1,722,497 1,482,233 6,836,124 7,238,501 
24,965,763 22,431,879 Changes in non-cash operating assets 
Research operational support and liabilities 
Repionaliofficess ...0. 06,54 o0s esse eden 7,175,783 5,827,616 Accounts receivable .......--...+++-00. (149,640) (183,314) 
Division management .............+++.5: 6,071,041 5,415,467 Prepaid expenses .......-......++ 20.00: (421,094) (272,901) 
Recoverabledepositsm mm ate cirri: ‘ 14,291 247,033 


13,246,824 11,243,083 


Accounts payable and accrued liabilities .. . 2,952,035 1,447,121 
Total research and support expenses Payment of employee separation 
P er ue reer: ; Dee aban ees 106,087,839 96,037,935 ieee te MN er RR Lor (370,338) (292,215) 
rece ae lege, Sae7 ing eae Contract research liability .............. . 1,846,631 (229,992) 
en ek eee ee pees ee Deferredirents).d ddwecd eeccaoe a ee (304,874) 2,651,480 


115,975,268 106,400,923 


10,403,135 10,605,713 


Revenue : ee 
: Investing activities 
Grant from Parliament ofiGanada crews seeeetunise 114,200,000 108,100,000 A cdiante prover tyland enipmient tee eee (2,349,863) (1,088,862) 
Investment and other income ..............-- 2,893,890 2,209,588 : : 
Proceeds on disposal of equipment ......... : 39,783 105,933 
Contract research: (NOfei 7) ter aertetele siete s cre. 4,198,988 2107575 +310 080 983.939 
121,292,878 112,417,163 sibs aE aaaP 
Excess of revenue over expenses ............-- 5,317,610 6,016,240 paeeaTe grer pane aie Sip ala ads ey es : faa Tees: 
Cash and short-term deposits, 
beginning: of thesy caliente ree errr teres ‘ 18,804,032 9,181,248 
Cash and short-term deposits, 
STATEMENT OF EQUITY OF CANADA end.of the year eet otros animamrnier 26,897,087 18,804,032 


FOR THE YEAR ENDED MARCH 31, 1989 


NOTES TO FINANCIAL STATEMENTS 


1989 1988 
AS AT MARCH 31, 1989 
$ $ 
Balance at the beginning of the year ........... 8,571,166 2,554,926 1. Authority and objective 
Excess of revenue over expenses ............ 5,317,610 6,016,240 The International Development Research Centre, a Corpora- 
Balanceratthie end Oniesy cal ecnvereietsttetelsttt pet: 13,888,776 8,571,166 


tion without share capital, was established in 1970 by the 
Parliament of Canada through the International Development 
Research Centre Act. The annual grant received from the Par- 
liament of Canada is pursuant to External Affairs Vote 50 for 
the years ended March 31, 1989 and 1988 respectively. 

The objective of the Centre is to initiate, encourage, support, 
and conduct research into the problems of the developing re- 
gions of the world and into the means for applying and adapting 
scientific, technical, and other knowledge to the economic and 
social advancement of those regions. 


2. Significant accounting policies 


The financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles, con- 
forming with International Accounting Standards, and reflect 
the following significant accounting policies. 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1989—Continued 


Property and equipment 


Property and equipment are recorded at cost and depreciated 
over their estimated useful lives. Leasehold improvements are 
amortized over the terms of the respective leases. The methods 
and rates used to provide for the depreciation and amortization 
of property and equipment are: 


Method Rate(%) 
Computer equipment Straight-line 20 
Leasehold improvements Straight-line 5-50 
Office furniture and equipment Diminishing balance 20 
Vehicles Diminishing balance 30 
Telephone system Straight-line 20 


Recognition of revenue 


Parliamentary grants are recorded as revenue on an accrual 
basis. 

Revenue in respect of contract research is recognized at the 
time the related project expenses are incurred. Contract re- 
search funds received in excess of expenses are included in 
current liabilities. 


Accrued employee separation benefits 


Employees are entitled to specified termination benefits, cal- 
culated at salary levels in effect at the time of separation as 
provided for by conditions of employment. The liability for 
these benefits is recorded as the benefits accrue to employees. 


Deferred rent 


Any rent-free period or other benefits associated with long- 
term leases are deferred and amortized over the term of the 
lease on a straight-line basis. 


Pension costs 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contributions 
to the Plan are required from the employees and the Centre. 
These contributions represent the total liability of the Centre 
and are recognized in the accounts on a current basis. 


Income taxes 
The Centre is exempt from any liability for income taxes. 


Foreign-currency translation 


Foreign-currency transactions are translated into Canadian 
dollars by the use of an average exchange rate that closely 
approximates the rate in effect at the transaction date. Monetary 
assets and liabilities are adjusted to reflect the rate of exchange 
in effect at year-end. Exchange gains and losses are included in 
operations for the current year. 


. Cash and short-term deposits 


1989 1988 
$ $ 

@ashi(bankioverdratt)) 2-26.65 a cseeie: (179,966) 211,052 
Short-term deposits 

Canadian chartered banks .............. 27,077,053 13,731,820 

Trust and mortgage companies .......... 3,867,140 

Commiereialienterprisesecer se eciteee 994,020 

26,897,087 18,804,032 


Cash and short-term deposits include $2,654,512 (1988, 
$756,979) held for contract research and the V International 
Conference on AIDS (acquired immune deficiency syndrome). 


4. Property and equipment 


1989 1988 
Accumulated 
depreciation 
and 
Cost amortization Net Net 
$ $ $ $ 
Computer equipment ... 4,693,405 2,100,336 23993,0609) PAT 1S:87 1 
Office furniture and 
equipment sce cas 1,920,671 1,146,008 774,663 624,332 
Wehicles' tans eras 1,363,216 620,584 742,632 540,545 
Leasehold 
improvements ...... 764,660 268,361 496,299 259,310 
Telephone system ..... 759,418 595,597 163,821 287,562 


9,501,370 4,730,886 4,770,484 3,427,620 


Depreciation and amortization for the year amounted to 
$995,099 (1988, $944,724). 


5. Endowment funds 


In 1987, the estate of the late John Bene established a fund 
to provide a postgraduate fellowship in the field of social 
forestry. During the same year, a former member of the Board 
of Governors of the Centre established a fund for applied or 
mission-oriented research. 


1989 1988 

$ $ 
Balance at the begining of the year ....... : Pez 1S 138,465 
Interestiincom é:serssnenceesss-to ene 2 13,919 12,658 
Donations receivediaemeesnne eer ; 5,000 5,150 
EXPensesibuanie me eerie ana ve NA otra (4,751) (5,000) 
Balance at the end of the year ........... : 165,441 15,1273 
John Bene gveiae sere ek ke ae . 154,882 146,160 
GOVernoriee rcn tO Nac ier eh eee eae ; 10,559 Sells 
Total endowment funds ................ : 165,441 PS 1e2 73 

6. Accounts payable and accrued liabilities 

1989 1988 

$ $ 
Accrued liabilities—Projects ............ : 7,278,920 5,704,488 

Accrued annual and other leave 

benctitsmeye mrt shi a eat ee ecto : 1,221,879 1,313,885 
Oe A OBE Meee 6 ie mee nnn Ny neeee 3,872,897 2,403,288 
12,373,696 9,421,661 


7. Contract research 


Contract research relates to research conducted or managed 
by the Centre and to the V International Conference on AIDS 
organized by the Centre. Contract research is funded by other 
international agencies, the Canadian International Develop- 
ment Agency (CIDA), and other federal government entities. 

Contract research expenses of $4,198,988 (1988, $2,107,575) 
include $2,431,480 (1988, $1,436,190) expended on behalf of 
CIDA. In addition, the Centre received $24,511 (1988, $56,489) 
as an administration fee from CIDA, which is included in 
investment and other income. 

Contract research current liabilities of $2,532,328 (1988, 
$685,697) include $608,257 (1988, $332,537) held on behalf of 
CIDA. 


246 
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NOTES TO FINANCIAL STATEMENTS 
AS AT MARCH 31, 1989—Concluded 


8. Operating leases 


The Centre has entered into various lease arrangements for 


office premises, equipment, and staff accommodation i 


n Cana- 


da and in various countries. The total annual payments under 


such lease arrangements will be: 


Year ending March 31 
WOR 6.30 40.0 0A 6.00.8 AO COO Gann Cerne Eon Sots 5 
Re ise bee pion. oc is Ale. WO eo BR EO LOE OAC Ouib Oot 3H 
WIERD o.oo diols 6 0p 000) Spee OM mre Once nO dat c.clolsic 4, 
1993: EMS Nene, oz0cs PONS eae erase ohh eel erste sig ovarens gaia) TEMS 4, 
GSTS Hs SF Fs BORG. O.S.c.0 Con nero eee eng Gaon 2 inn LO! 
395 


$ 


808,867 
078,998 
568,377 
$18,363 
746,318 


720,923 


9. Contractual commitments—Project grants and program develop- 


ment 


The Centre is committed to make payments up to 
$104,400,000 during the next 4 years subject to funds being 
provided by Parliament and subject to compliance by recipients 
with the terms of project agreements. The Centre has also 


submitted formal grant offers to prospective recipients t 
$43,600,000 and is awaiting acceptance of these offers 


10. Comparative figures 


otalling 


The 1988 figures have been reclassified to conform to the 


statement presentation adopted in 1989. 


SCHEDULE OF RESEARCH AND SUPPORT EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1989 


Development 
research 
activities 

$ 
Programs 
Agriculture, food and nutrition 
SCLENICES, hyecisin gevers annie a eben eta iet eharac tla bate hadetate tells ota ante eed torent ts 21,911,128 
Socialisclen ces gyy.els tivo skorts sas aces: ses: ayie sastss acoum meaty ms etter or esere 10,097,831 
Healthisciences meatier tater ose, aioe. acts mis anelere ace wtetateroierere 8,784,650 
Information :Sciencesye. 2 icteis 151 /<ts eo) als s etsielans ates cheromtoreioeterena sere 8,268,304 
Barthyandengineenins, SClenCeS = aeyasias sisi CE revelers 6,859,979 
Fellowships:andawardsi:je cee /iaie osloto teste teat eect toe 5,664,225 
Program-related activities 
Resionaliofficeswe peter cic cies vets ck sles ctouer ent sacle auetoparelohey encoder sxe 
Communicationsidivision qeracraweseis cess oreo cree ie erin ae 894,121 
Specialtprogramvaclivaties)er. aves ceotelervovatvedcvsuayerenciaycvererearsieeiecersie re 5,357,033 
Development-research 
MiB rary sare secveote ay ctoceyeralasee/ ses Save ala eueiettetofevetencsctens cc SeMae Ren R Teva 
Extemaliliaisoniand: relations) amos. aa erh tee ete etapa terarelers 37,981 
67,875,252 
SCHEDULE OF GENERAL MANAGEMENT EXPENSES 
FOR THE YEAR ENDED MARCH 31, 1989 SCHEDULE 2 
1989 1988 
$ $ 
Salanesiand | benefitSe a. yacerscrdaeiiae eit oe a - 6,117,923 6,523,077 
Rentoand ‘utilities Gi. a0. eis erectile ee es 1,546,887 1,460,730 
Office/and stndry?a.h. acne cet aee wire ees cs 867,119 643,705 
Praveliand relocationieecacie ucenteeeeeoiaicrs 279,704 513,214 
Governors meetings anor sors eerie 279,395 363,618 
Depreciation and amortization ................ 260,525 323,311 
Professional and special services .............. 283,168 270,587 
Telecommunications s- 3s; ctociitecs coe rete 190,329 174,484 
Workingisroupiexpenses 22.22 elses sie pve 19,041 62,258 
InsuranGe areas aise sce un enn Oeousia erred ectalaarere 43,338 28,004 


9,887,429 10,362,988 


1989 


Research 
related 
activities 


$ 


5,064,039 
3,530,678 
2,916,391 
PET DIES SS 
1,562,983 

874,305 


1,304,172 
4,172,278 
355,147 


1,722,497 
749,718 
24,965,763 


Research 
operational 
support 


$ 


1,206,258 
944,776 
999,033 

1,041,304 
518,921 
315,723 


7,175,783 
758,501 


286,525 
13,246,824 
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Total 


28,181,425 
14,573,285 
12,700,074 
12,023,163 
8,941,883 
6,854,253 


8,479,955 
5,824,900 
5,712,180 


1,722,497 
1,074,224 
106,087,839 


SCHEDULE 1 


1988 


Total 


27,133,926 
14,893,828 
11,817,968 
12,504,431 
6,032,825 
6,856,112 


6,767,428 
5,001,593 
2,575,639 


1,482,233 
971,952 
96,037,935 
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SUMMARY PAGE 
LAURENTIAN PILOTAGE AUTHORITY 


| MANDATE 


_ To establish, operate, maintain and administer in the interests of safety an efficient pilotage service in the St. Lawrence 
_ River between Les Escoumins and the north end of the St. Lambert Lock, in the Saguenay River and in the Bay of Chaleur. 


_ BACKGROUND 


| Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
| approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships that 
_ are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and pilotage 
| tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and reasonable 
_ and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


| HEAD OFFICE Suite 1402 
1080 Céte du Beaver Hall 
Montreal, Quebec 


H2Z791S8 
| STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
; APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
| DEPARTMENT Transport 
| YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
_ INCORPORATION 
CHAIRMAN AND CHIEF Jacques Chouinard 
BeXECUTIVE‘OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

| At the end of the year 

A OCOMASSCUS putea Sell RAP dc he oe lis CERRO a CROEEIME Sick 4.7 5.4 7.9 6.3 

Ooieationstothe-private: SCClOL 65 eases vias ts cine see's 0.8 OF, 0.8 0.7 

SDIISAUONS LO, CANACA. ous: ce aire aces ea ee atyactet crema sss nil nil nil nil 
rent aleas EZTV (6 Eien eeemare earache ween ets hehe Sa (0.9) (0.6) 0.8 (0.3) 
i Cash from Canada for the year 
er UP CL ALY re rte, Caey Os Pete Wee rch yuyschiaysiinsliNa cus's laces sheen me 1.6 15 133 1 


BeevIEOM OU OC LAL Ys eee these yh.cei ines eGisaue aun a eivumele rane Makes y es arate nil nil nil nil 
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LAURENTIAN PILOTAGE AUTHORITY 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Laurentian Pilotage Author- 
ity as at December 31, 1988 and the statements of operations, 
contributed capital, deficit and changes in financial position for the 
year then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Authority as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Pilotage 
Act and regulations and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


Otmarernas for the Auditor General of Canada 


February 14, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
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ASSETS 1988 1987 
$ $ 
Current 
Accounts receivable mrrrateraihetoitieterietsercens 3,898,007 4,535,593 
Fixed (Note 3) 
Land, buildings, pilot boats and other 
LAciliticS peer. Caliente bidhic esta saorelernnc 2,195,061 2,210,378 
Less: accumulated depreciation ............. 1,421,930 1,306,693 
Tio 903,685 
4,671,138 5,439,278 


LIABILITIES 


Current 


Bankuindeblednesseraaere irra eras 
INGTOANNS NES coosscocnanososonc 


Provision for employee termination benefits ... . 


EQUITY (DEFICIENCY) OF CANADA 


Contnbutedicapitaliere cere eet eereetas 
Deficits Ate aekicks oo eae bectiogs: =< 


1988 1987 
$ $ 

Soles 848,821 712,595 

seeeeos 5 4,044,941 4,774,964 

4,893,762 5,487,559 

652,000 597,000 

5,545,762 6,084,559 

Ramee 1,021,387 996,758 
Sahat (1,896,011) (1,642,039) 
(874,624) (645,281) 

4,671,138 5,439,278 


Approved by the Authority: 


JACQUES CHOUINARD 
Chairman 


YVON MATTE 
Member 
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LAURENTIAN PILOTAGE AUTHORIT Y—Continued 


STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 1988 1987 
$ $ $ $ 
Revenues Operating activities 
Bilotage:charfesy-rer carts criis ieee eheke 26,814,830 27,182,029 Netlossifonithesyeanu yo -cisas ase oe uate a. : 1,772,629 1,691,266 
Rewards for rescuing ships in distress— Non-cash items 
DCG GSA figs oo rhe Se ODO e DCG Oa ce 99,759 Depreciation arses ane cee cece ie. ee oes : (173,884) (176,359) 
Interest-and other revenues ...............+- 35,721 38,626 Decrease (increase) in the provision for 
26,950,310 27,220,655 employee termination benefits ......... ; (55,000) 7,000 
SET ie Wy Aegan Services provided without charge by a 
Expenses 
PSS Yoest exibeend government department .............. ; (3,250) 
benefits peated? Oe, dae 29. LSS. 2 23,241,402 23,157,963 1,543,745 1,518,657 
Operating costs of pilot boats ............... 2,644,229 2,671,772 Decrease in accounts receivable ........... : (637,586) (1,899,977) 
Staff salaries and benefits .................. 1,539,229 1,570,402 Decrease in accounts payable.............. 730,023 960,336 
Professional services and members’ 1,636,182 579,016 
allowances P*ne ne Jeet os oe ce ee eee eine 666,214 tnverneacn ves 
IR@mtal Sap ontpaicre.cyocts tigate e consteusysVane tess o,cia ie eas 227,06 255,882 a; 
Transportation and travel .............e0+00- 191,183 125,685 AA PRUNE te a allie Be all a cates 
Communications Mit ett lay. Meee IRE 144,651 147,733 Financing activities 
Utilities, material and Parliamentary appropriation ............... 3 (1,543,286) (281,912) 
SUDPlieS¥ysch ea ao Mae Ries 3.6 te eias 86,579 60,010 Bank indebtedness 
Maintenance) oir. ci eich te ny ee se oir eet 71,529 24,635 Increase for the year ............2-0.-ee0: 136,226 321,733 
hinancingicostsprerrncn cca ersece ec emie tie 33,396 61,654 Balance at beginning of the year ........... f 712,595 390,862 
Other TEESE saeii0g —n3ofasa Balance atend ofthe year seeeeeesee ___#48.821_ 7123595 


28,722,939 28,911,921 


Netilossforthetyearmnaanncnerecincc cen ae nests 1,772,629 1,691,266 NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1988 
STATEMENT OF CONTRIBUTED CAPITAL 


FOR THE YEAR ENDED DECEMBER 31, 1988 1. Authority and activities 


The Laurentian Pilotage Authority was established on Fe- 


HA fu bruary 1, 1972 under the Pilotage Act. Its objectives are to 

$ $ establish, operate, maintain and administer in the interests of 

Balance at beginning of the year .............. 996,758 971,621 safety an efficient pilotage service within certain designated 
Parliamentary appropriation to finance the Canadian waters in and around the Province of Quebec. The Act 
previous year’s acquisition of fixed assets ..... 24,629 25,137 provides that pilotage tariffs shall be fair and reasonable and 
Balance at end of the year (Note 4) ............ 1,021,387 996,758 assure a revenue which, together with any revenue from other 
Pe REA PRASAD Ap. Sy RNs NE IA HAIEE AE SS oS Se | ee sources, is sufficient to permit the Authority to operate on a 


self-sustaining basis. 
The Authority is a Crown corporation named in Part I of 
STATEMENT OF DEFICIT Schedule III to the Financial Administration Act. 


FOR THE YEAR ENDED DECEMBER 31, 1988 
| 2. Significant accounting policies 


1288 1987 Fixed assets 
$ $ Fixed assets obtained from Canada when the Authority was 
| Balance at beginning of the year .............. 1,642,039 210,798 established were recorded at the then assigned values. Fixed 
‘| Netlossiforithe:yearaecrin. co citin ye cken eemionnaiee 1,772,629 1,691,266 assets purchased subsequently by the Authority are recorded at 
| Parliamentary appropriation to finance the cost. 
previous year’s operating eae Be SIG ALAS om (1,518,657) (256,775) Fixed assets are depreciated using the straight-line method, 
Sie paoye edi hous charge by 2 at rates based on the estimated useful lives of the assets. 
im government department .......--.....-....- (3,250) 
Balance at end of the year (Note 4) ............ 1,896,011 1,642,039 Contributed capital 
The values assigned to the fixed assets obtained from Canada 
when the Authority was established and the net cost of fixed 
assets financed from parliamentary appropriations are recorded 


as contributed capital. 


Parliamentary appropriations 


Parliamentary appropriations received to finance the excess 
of expenditures over revenues are recorded in the year in which 
they are voted by Parliament, to contributed capital for that 
portion pertaining to the acquisition of fixed assets and to the 
deficit for that pertaining to operations. In this respect, opera- 
ting expenditures include only those which require an outlay of 
funds. 
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LAURENTIAN PILOTAGE AUTHORITY—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


Pension plan 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
Authority contribute equally to the cost of the Plan. This con- 
tribution represents the total liability of the Authority. 
Contributions in respect of current service and of admissible 
past service are expensed when paid. The terms of payment of 
past service contributions are set by the applicable purchase 
conditions, generally over the number of years of service re- 
maining prior to retirement. 


Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided for under their collective agreements 
and their conditions of employment. The cost of these benefits 
is expensed in the year in which they are earned. 


3. Fixed assets 
Details of fixed assets are as follows: 
1988 1987 
Accumulated 
Cost depreciation Net Net 
$ $ $ $ 
Leanid ey Birctctae soe ctatcts : 9,300 9,300 9,300 
Buildings ............ . 32,861 24,546 8,315 
Pilotiboatsicc.acrartcnes . 1,386,892 938,228 448 664 557,159 
Furniture and fixtures... . 150,745 76,213 74,532 64,618 
Communications 
equipments. 7.6774 147,482 102,905 44,577 44,765 
Boarding 
facHliliese sent eeeie . 216,689 148,146 68,543 83,780 
Wharf improvements .... 169,033 67,613 101,420 109,872 
Leasehold improvements . 82,059 64,279 17,780 34,191 
2,195,061 1,421,930 773,131 903,685 
Depreciation for the year is $173,884 ($176,359 in 1987). 
The estimated useful lives for the principal categories of 
fixed assets for the purposes of calculating depreciation are as 
follows: 
Buildings 10 years 
Pilot boats 10 and 15 years 
Furniture and fixtures 10 years 
Communications equipment 10 years 
Boarding facilities 10 and 20 years 
Wharf improvements 20 years 
Leasehold improvements duration of the leases 
4. Parliamentary appropriation 


On February 14, 1989, the Treasury Board approved the 
inclusion of an appropriation of $1.6 million in the Supplemen- 
tary Estimates for 1988-89 to cover the Authority’s cash deficit 
for the year 1988. 


. Contingencies 


In connection with its operations, the Authority is the claim- 
ant or defendant in certain pending claims and lawsuits. It is 
the opinion of Management that these actions will not result in 
any material liabilities to the Authority. 
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SUMMARY PAGE 
MARINE ATLANTIC INC. 


MANDATE 


To acquire, establish, manage and operate a marine transportation service, a marine maintenance, repair and refit service, 
a marine construction business and any service or business related thereto. 


BACKGROUND 


The company provides marine ferry services to Atlantic Canada. As CN Marine Inc., it was a subsidiary of Canadian 
National Railway Company. Pursuant to the Marine Atlantic Inc. Acquisition Authorization Act (S.C. 1986, C. 36), which 
was proclaimed on June 27, 1986, the company’s name was changed to Marine Atlantic Inc. and was added to Part I of 
Schedule III of the Financial Administration Act. At close of business on December 31, 1986, ownership was transferred 
to Her Majesty in right of Canada. In 1987 the corporation acquired the shares and operations of Coastal Transport 
Limited, which manages a ferry between New Brunswick ports and, as well, acquired the Newfoundland Dockyard 
Corporation, of St. John’s. These subsidiaries operate autonomously. Customer revenues cover approximately one-third 
of Marine’s operating expenditures. 


CORPORATION DATA 


HEAD OFFICE 100 Cameron Street 
Moncton, New Brunswick 
FIC SN 6 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
~ APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1979; by the Canada Business Corporations Act. Status and 
INCORPORATION ownership changed as of December 31, 1986, pursuant to S.C. 1986, 
C. 36. 
CHIEF EXECUTIVE Terry W. Ivany 
| OFFICER 
CHAIRMAN Alan Scales 


———— 


AUDITOR Peat, Marwick, Mitchell & Co. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1988 1987* 1986 1985 
_ At the end of the year 
OPA WASS ClSreteotettes Soa iii te, < nona aieate coe bach s «ch EE acs wle 335 339 339 361 
Obligations-to-the-private sector .....2. ens soos ease es 4 nil nil nil 
BO atiONSHO Canada siete ts ors rch ee kha ore rome nil nil nil nil 
TONE aye BUDE 72 ER Ae ae em GE go eR IR a ine OR (5) (3) (6) 284 
Cash from Canada in the year 

DUG CIAL Yeees eee ee ee ete eens oie aaa tht sling Sic emo e 138 iy | 126 156 
EEO DUC CCUAEY ditt cee iMac aul ay flrs a so een ee nil nil nil nil 


* Beginning in 1987, the financial data are from consolidated financial statements. 
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MARINE ATLANTIC INC. 


MANAGEMENT RESPONSIBILITIES 
FOR FINANCIAL REPORTING 


The consolidated financial statements presented in this Annual 
Report are the responsibility of Marine Atlantic Inc.’s management. 
They have been approved by its Board of Directors. 


Management prepared the consolidated financial statements in 
accordance with generally accepted accounting principles in Cana- 
da. The financial information contained in the Annual Report is 
consistent with the data presented in the financial statements. 


Marine Atlantic Inc. maintains books of account, systems of 
information, systems of financial and management control, as well 
as a comprehensive internal audit program which provide reason- 
able assurance that accurate financial information is available, that 
assets are protected, that resources are managed efficiently, and that 
transactions are conducted in accordance with relevant legislation 
and the corporation’s Articles of Incorporation and by-laws. 

The Board of Directors oversees internal audit activities through 
its audit committee. The committee reviews matters related to 
accounting, auditing, internal control systems, and the financial 
statements and annual report of the independent external auditors. 


D.J. Weaver 
Vice-President Finance and Administration 


T.G. Fox 
Executive Vice-President 


CONSOLIDATED BALANCE SHEET 
DECEMBER 31, 1988 

(with comparative figures for 1987) 
(in thousands of dollars) 
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AUDITORS’ REPORT 


THE HONOURABLE BENOIT BOUCHARD 
MINISTER OF TRANSPORT 


We have examined the consolidated balance sheet of Marine 
Atlantic Inc. as at December 31, 1988, and the consolidated state- 
ments of income, deficit and changes in financial position for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at December 31, 
1988, and the results of its operations and the changes in its finan- 
cial position for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


We further report that, in our opinion, the transactions of the 
Corporation and its wholly-owned subsidiary that have come to our 
notice in the course of our examination of the consolidated financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
charters and by-laws of the Corporation and its wholly-owned 
subsidiaries. 


Peat, Marwick 


Chartered Accountants 
Moncton, Canada 


February 10, 1989 


ASSETS 1988 1987 
Current assets 
Cashier aro ee lee ere ee ere meres 1,304 3,420 
Accounts-receivable\.nemck.o eae soles set ee 12,144 8,870 
Due from the Government of Canada 
(ON OE33) oa cteetetnc Mone elem etree erer eee 7,200 
Inventory of fuel and supplies .............. 5,166 6,541 
Word SHOES sack ogaccnanoamacedoaceos 705 701 
Prepaidkexpenses ganar -erveceiieny ielensne heres 3,130 2,608 
29,649 22,140 
Bong-termireceivablesearn.iesra dan fattrseravy ates kes 280 245 
Fixed assets and deferred charges (Note 4) ...... 305,196 312,605 
3353125 334,990 


See accompanying notes to consolidated financial statements. 


On behalf of the Board: 
P.W. OLAND 

Director 

R.J. TINGLEY 

Director 


LIABILITIES AND SHAREHOLDERS’ 
DEFICIENCY 1988 1987 


Current liabilities 
Bank indebtedness) 5. c en oe eee rast ; 3,714 


Accounts payable and accruals ............ : 25,085 22,580 
Deferred government and other contract 
ROMANS saoodbondwmanacnmacccioogdne¢ : 708 
Deferred capital assistance ................ : 423 625 
NTS PEMAD IO o ood canupeaundbooqoneoDeend : 424 
29,222 24,337 
ongetermidebt(Note/s))ieeterracsneteeisiersfatetere = ‘ 8,065 8,065 
Provision for capital assistance (Note 6)....... I 298,494 305,369 
SHAREHOLDERS’ DEFICIENCY 
Capital stock 
Common shares without par value 
Authorized—Unlimited number 
Issued and fully paid—517,061 
ShareStagistrt-cnis sien Soret renee j 258,530 258,530 
BY (1G We rnainintn co mma OG OO OCT Ome (259,186) (261,311) 
(656) (2,781) 
Commitments and contingencies (Notes 7, 8 and 9) 
335,125 334,990 
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MARINE ATLANTIC INC.—Continued 


CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1988 

(with comparative figures for 1987) 

(in thousands of dollars) 


CONSOLIDATED STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31, 1988 

(with comparative figures for 1987) 

(in thousands of dollars) 
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1988 


1987 


Deficit, beginning of 
NEE Eo Sian oo On DCS ROS placer tc 5 (261,311) 
Netancomentomthey carmarin errr riaci ir see ; P25) 


(264,430) 
3,119 


Deficitjend ofiyeatgr. serie eels ae brates ‘ 


See accompanying notes to consolidated financial statements. 


1988 1987 
Commercialirevenven racy eianenl vce ae: 66,436 62,697 
WesSelinepairs aha th. AMS. Ls ah Nae 6,587 5,290 
73,023 67,987 
Operating expenses 
MarinerAtlanticunea et rcnss ni etste acer te oa os 177,558 173,223 
Otherlscnvicesmmr wees etna 19,527 13,223 
Depreciation and amortization ................ 20,491 20,563 
217,576 207,009 
144,553 139,022 
Governement contract revenue ................ 119,200 115,014 
Subsidies and contracted services ............. 6,332 5S, L13 
Reduction in provision for capital assistance 
(NOtEG) BREE SNPs eet 20,225 20,363 
Interestandiotherlincome sm eset eee ree 921 1,651 
146,678 142,141 
Net income for the year (Note 10) ............. 23125 3,119 
See accompanying notes to consolidated financial statements. 
CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 
(with comparative figures for 1987) 
(in thousands of dollars) 
1988 1987 
Operating activities 
Neincometomthe sy canestaaccrriaw ctr Set Pa 1225) SHU) 
Add (deduct) 
Items not affecting working capital ........ 379 196 
Net changes in non-cash working capital 
balances relating to operations .......... (8,031) (1,510) 
Deferred government and other contract 
LEV CRUG taconite crew tcrerostar er fossterys cc (708) (6,841) 
Cash provided by (applied to) operations ... (6,235) (5,036) 
Investing activities 
Additions to fixed assets and deferred 
Charges HEE ee ere eee (13,358) (15,143) 
Net proceeds on disposal of fixed assets ...... 129 4 
Change in accounts payable—Fixed 
ASSCUS TIER eas be OO Re Ae 910 (888) 
Eong-termireceivables#str cr s<ttsts ar ciee oie ee (35) (70) 
Cash applied to investing activities .......... (12,354) (16,097) 
Financing activities 
Increase intlong=termiGebtie manna. eit eee rote 8,657 
Paymentsionmote)payableciva.)-tacsecr een et (424) (219) 
(Capitaliassistanceyee pit iitt st. ar. «teres 13,183 8,581 
Cash provided by financing activities ........ 12,759 17,019 
Increase (decrease) in cash during the 
VASE iss BOO SS BiG CORALS cheese RE REN es (5,830) (4,114) 
CashebepinningvOL year aim. mayen. cco ane 3,420 7,534 
Gash (deficiency) end of year... «2.0.02. ere-- (2,410) 3,420 


Cash position is defined as cash less bank indebtedness. 
See accompanying notes to consolidated financial statements. 


(259,186) (261,311) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988 
(in thousands of dollars) 


1. Nature of operations and authority 


Bill C-88, the Marine Atlantic Inc. Acquisition Authorization 
Act was proclaimed in 1986. In accordance with the Act, the 
Corporation’s articles restrict the business that it may carry on 
to the acquisition, establishment, management and operation of 
a marine transportation service, a marine maintenance repair 
and refit service, a marine construction business and any ser- 
vice or business related thereto. 

The Corporation’s activities are also governed by agreements 
negotiated with the Government of Canada. The agreements 
provide, among other things for the Corporation to receive 
contract revenues from the Government of Canada to the extent 
that the estimated cost of providing ferry, coastal, terminal and 
water services is not recovered from estimated commercial 
revenues. In addition, and subject to parliamentary appropria- 
tions, amounts are received to finance the acquisition of fixed 
assets on a proven cash needs basis. The allocation of funds 
received in respect of contract revenue and the acquisition of 
fixed assets are subject to ministerial directive. As a result, the 
Corporation is economically dependent on the Government of 
Canada for the funds it receives through these arrangements. 


. Significant accounting policies 


(a) Basis of presentation 


In 1987, the Corporation acquired all of the outstanding 
shares of Coastal Transport Limited and Newfoundland 
Dockyard Corporation as of January 1, 1987 and March 31, 
1987 respectively from CNR at the original cost to CNR, 
reduced by a cash contribution provided by the Government 
of Canada to effect the acquisition. Details of the acquisi- 
tions are as follows: 


Cuirentyassets it. 4. ise. a. Sees Sache? he ees 3,334 

Currentgliabilities@smgia. et. osyorda ett obese 2,435 

Workin gicapital SEES ReEs. etna ceis cieeas SEIN. de ates 899 
Fixed assets, net of contribution by the 

Government of Canada of $23,596 ..............04- 7,79) 

8,690 

Debteassumied waempwns eave, erases ctor ction te ve hice inate 8,657 


@ashiconsiderationmerie crac ce tierce ctteecn eine: 33 
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MARINE ATLANTIC INC.—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


These consolidated financial statements include the ac- 
counts of the Corporation and its wholly-owned 
subsidiaries. All intercompany transactions have been 
eliminated in these consolidated financial statements. 


(b) Inventory of fuel and supplies 


Inventories are valued at the lower of cost and replacement 
cost. Cost is determined on a weighted-average basis. 


(c) Fixed assets 


Fixed assets are carried at the cost to acquire them less 
accumulated depreciation. Due to a change in funding ar- 
rangements with the Corporation’s shareholder in 1986, and 
as explained further in Note 6, a provision for those capital 
costs not considered recoverable from future revenue sour- 
ces has been made. 


(d) Depreciation 
Depreciation is calculated at rates sufficient to write off 
fixed assets over their estimated useful lives generally on 
a straight line basis. The rates for significant classes of 
assets are as follows: 


Vessels 5% 
Terminal properties 2.5% 
Equipment 10%, 12.5% and 25% 


(e) Deferred charges 


Deferred charges are accounted for at cost less accumulated 
amortization. They are being amortized to income on a 
straight line basis over periods not exceeding 60 months. 


(f) Government contract revenue 


Revenues received under contract to provide ferry service 
to Atlantic Canada are based on operating budgets approved 
by the Government of Canada for each year and are in- 
cluded in income in the year received to fund operating 
expenses in excess of commercial revenues. 

Accruals for vacation pay and vessel refits are reduced to 
the extent that the amounts are reasonably assured of being 
paid and recovered from future contract revenues to be 
received from the Government of Canada. 


(g) Capital assistance 


Amounts received from the Government of Canada to fin- 
ance the acquisition of fixed assets are recorded as deferred 
capital assistance in the year in which they are reasonably 
assured of being received, and are amortized to income on 
the same basis and over the same periods as the related 
fixed assets are depreciated. Deferred capital assistance as 
at December 31, 1988 represents capital assistance received 
before the related capital expenditure has been incurred. 


(h) Foreign currency translation 


Monetary assets and liabilities denominated in a foreign 
currency are translated at exchange rates in effect at the 
year end. Other assets and liabilities, revenues and expen- 
ses are translated using exchange rates in effect at the date 
of the transaction. Gains and losses arising on translation 
are included in net income. 
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(i) Employee compensation 


(a) Pension plans 


Substantially all of the Corporation’s employees are 
covered by a defined benefit retirement plan. Pension 
costs related to benefits earned by employees in the 
current year are charged to income. The value of the 
accrued pension benefits for services rendered to De- 
cember 31, 1988, of $219 million, has been determined 
by the Corporation’s actuaries using best estimate as- 
sumptions provided by management. The pension fund 
assets of $189 million as at December 31, 1988 have 
been valued using market related values calculated on a 
basis whereby they will be adjusted to market values 
over a 5 year period. 

The net deficiency at January |, 1987 for the plan is 
being amortized on a straight line basis over the esti- 
mated average remaining service lives of the related 
employee group. 


(b) Personal injury costs 


Certain employees, retired as a result of injury, receive 
specified pension benefits. The Corporation recognizes 
the benefit payouts as an expense in the year paid. 


(j) Vessel spare parts 


The Company maintains spare parts for vessels in service. 
The cost of spare parts is charged to operations in the 
period the purchase is made. 


. Due from the Government of Canada 


Under contractual terms contained in the Corporation’s Capi- 
tal Funding Agreement, the Corporation receives payments 
against its approved capital budget in installments calculated in 
reference to its monthly working capital deficiency or cash 
requirements. The amount receivable at December 31, 1988 
represents a billing to the Government of Canada for funds 
previously approved under the Capital Funding Agreement. 


. Fixed assets and deferred charges 


1988 1987 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 


(in thousands of dollars) 


Kandi cmriere ators creistatherste 604 604 604 
Vessels See ie: 289,131 80,537 208,594 223,206 
Terminal 
properticeSmuraaacccr 85,052 21,005 64,047 66,123 
Equipmentinn. ici ear 22,321 10,208 12,113 9,702 
Leasehold 
improvements ....... 255) 102 153 165 
397,363 111,852 285,511 299,800 
Assets under 
Construction eens. 16,230 16,230 8,303 
413,593 111,852 301,741 308,103 
Deferred charges ....... 6,052 2,597 3,455 4,502 
419,645 114,449 305,196 312,605 
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MARINE ATLANTIC INC.—Concluded 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


5. Long-term debt 8. Operating leases 


Government of Newfoundland debenture, with interest at the 
rate of 16.55% per annum and maturing in 2008, payable by 
subsidiary, Newfoundland Dockyard Corporation. 


Under the terms of the debenture, payment of non-cumulative 


The Corporation makes use of property which is available 
through operating leases. The minimum lease payments are as 
follows: 


annual interest and principal are required to the extent that om 4m) ase s, Sis sels is ais s 81818) 66. 0.6.6 (91a bie a) 6) ats «(#8 asics 6.6 (6.86, 8, © 808 
annual funds are available from Newfoundland Dockyard Cor- io 0560 0 OLR PLOL eS) 8 8810) 8) @e (6 (eo jm 8) Ob (0 01S), 4 4/10 8 161 Ol © Oe 0 160) 019 16\(0)10 6.0 6 756 
poration. To date, no payments have beenrequired. Atmaturity,  [O0h vss e eevee eee eee eee ee eee e eee teeter eee 698 

: re ys 1992 4, sae Urigeeryes -euieeh exky aehaeh -mesptated «ea: 688 
the unpaid balance of the principal amount of the debenture 1993 688 


shall cease to be an obligation of the Newfoundland Dockyard 
Corporation. 


slotaliminimumilease: paymentsmreeretrerntiarcn ore arnt 3,638 


. Provision for capital assistance 9. Vessel charter 
In accordance with changes in 1986 in the contractual fund- The Corporation charters vessels to complement its existing 

ing agreements, future depreciation and amortization on those fleet. The minimum vessel charter payments are as follows: 
fixed assets and deferred charges acquired prior to January 1, 
1987, and which has substantially been financed through the OO) SARE ee setonedits a5 Be Sei DONG cerO Gmre lent a ees hiner crls BRE 2,121 
issue of capital stock, were no longer recoverable under con- 118). Reinet ae an Sr AP Sees fA teachin Ae ee Ne ST Be. 1,656 
tracts with the Government of Canada. Management considers |e lc Baie eA Sts DONT ers ans on Dae a a eat hay Se ui Ue ae 732 
it unlikely that the Corporation will generate sufficient com- 4,509 
mercial revenue to recover these costs. Accordingly, in 1986 
management provided $290.6 million (after net related deferred 1Ocineome taxes 


income taxes of $44.6 million) as an adjustment to retained 
earnings. This provision for capital assistance is reduced as the 
related assets are depreciated, amortized or upon their disposi- 
tion. 


. Commitments and contingencies 


(a) The Corporation has been directed by the Government of 
Canada to contract with a shipbuilder for a new vessel. The 
directive authorizes an expenditure of $130 million, subject 
to an economic price adjustment, of which the Corporation 
was required and has paid $5 million which is included in 
assets under construction. The balance will become payable 
by the Corporation upon delivery of the vessel, scheduled 
for 1989. 

The total amount required to complete contracted fixed 
assets under construction at December 31, 1988 is esti- 
mated to be $129 million (1987—$130 million). 


The Corporation has received a claim of approximately $27 
million including interest from the builder of one of the 
Corporation’s vessels. The Corporation has filed a claim of 
approximately $14 million plus interest against the builder. 
An arbitration of this matter was completed in October, 
1986 and the Corporation is awaiting the decision of the 
arbitrators. The final outcome of this matter cannot be 
determined at this time. 

The Corporation is also in receipt of claims, an estimated 
$1.3 million of which are in litigation and another $2.6 
million of which has not yet reached litigation; however 
any final determination as to the Corporation’s exposure is 
presently unknown. 


(b 


wa 


The Corporation has not been prescribed as a taxable Federal 
Crown Corporation under the Canadian Income Tax Act. 


. Change in accounting principles 


Effective January 1, 1987, the Corporation adopted the new 
accounting recommendations of the Canadian Institute of Char- 
tered Accountants for pension costs and obligations. This 
standard requires that for defined benefit plans, the difference 
between the accrued pension benefit and the value of the pen- 
sion fund assets be measured at the date of implementation and 
amortized to income on a prospective basis. In addition, the cost 
of current pension benefits earned are included in income in the 
year the related employee service has been rendered. In the 
past, the company had included its pension cost on the same 
basis as it had funded the plan. 
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SUMMARY PAGE 
MINGAN ASSOCIATES, LTD 


MANDATE 
To purchase land for eventual disposition. 
BACKGROUND 


Ownership of the corporation was purchased for Canada in 1983 to obtain the land and fishing rights it owns. Those 
assets are to become Indian reserve property and, as a first step, they have been transferred to the Crown in right of 
Canada. The further steps towards reserve status are underway now and the corporation is in the process of being 
dissolved. 


CORPORATION DATA 


HEAD OFFICE 10 Wellington Street 
18th Floor 
Les Terrasses de la Chaudiére 
Hull, Quebec 


K1A 0H4 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Pierre Cadieux, P.C., M.P. 
DEPARTMENT Indian Affairs and Northern Development 
YEAR AND MEANS OF 1983; by Order in Council P.C. 1983-4029; a corporation under Part 
INCORPORATION 1A of the Quebec Companies Act. 
CHAIRMAN AND CHIEF Vacant 


EXECUTIVE OFFICER 


FINANCIAL SUMMARY This is not an operating company. Total assets have only nominal 
value. 
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MINGAN ASSOCIATES, LTD. 


THE CORPORATION HAS NEGLIGIBLE ASSETS AND WAS INACTIVE 
DURING THE REPORT PERIOD 
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SUMMARY PAGE 
MONTREAL PORT CORPORATION 
MANDATE 


Administration, management and control of the Montreal harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


The Montreal Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local port 
corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. The Port of Montreal is the largest on the east coast of 
Canada and handles more diversified traffic than any of the other ports previously administered by the Canada Ports 
Corporation. The port handled 22.2 million tonnes of cargo in 1987 including three million tonnes of grain and 5.7 million 
tonnes of containerized cargo. 


CORPORATION DATA 


Edifice du Port de Montréal 
Cité du Havre 

Aile No. 1 

Montréal, Québec 

H3C 3R5 


HEAD OFFICE 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 


— Schedule III, Part II 
— an agent of Her Majesty 


The Honourable Benoit Bouchard, P.C., M.P. 
Transport 


1983; letters patent of incorporation issued by the Minister of 


INCORPORATION Transport pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 

CHIEF EXECUTIVE Dominic J. Taddeo 

OFFICER 

CHAIRMAN Ronald Corey 

AUDITOR Samson Bélair 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the period 

TTORAIASSES at aah sores sons eee ene ee ePelatel ase ee arele mamne 2335 227.4 2122 25308 

Obligations. toithe private sector ia.- seme oder nil nil nil nil 

Obligations: to:@anadawn s).1c:..0cunten eerie ne heer eee 10 7.4* 140.7 141.1 

Equityof Canadares er <ors. ios. ca ee ener ection 208.8 199.0* (47.6) (2.3) 
Cash from Canada in the period 

—= budgetary svar ites ais sw sn bs ee ede Manatees nil nil nil nil 

——non-bud setary ree he as cw a ee nil nil nil nil 


* In 1987, $133.0 million loan principal outstanding was forgiven by Canada. That amount, with related interest forgiven, 
was added to the corporation’s contributed capital. 
** Takes no account of special contributions to Canada in 1986 of $55.0 million and a further $4.1 million in dividends 
declared in 1986 and $4.6 million declared in 1987. 
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MONTREAL PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Montréal Port Cor- 
poration as at December 31, 1988 and the statements of income, 
retained earnings and changes in financial position for the year then 
ended. Our examination was made in accordanc> with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstan- 
Ces. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Furthermore, in our opinion, the transactions of the Corporation 
that have come under our notice in the course of our examination 
of the financial statements have, in all significant respects, been in 
accordance with Part X of the Financial Administration Act and 
regulations, and with the charter and by-laws of the Corporation . 


Samson Bélair 


; Chartered Accountants 
Montréal, Canada 


February 10, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 
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ASSETS 1988 1987 


Current 
Casta ie as hoster cescncuensouslicicueta: suctte sor aa cmemeRe tows 692 632 
Investments (NOte 5) ence eae ici craeers 28,871 36,025 
AACCOLINUS TECelV a Dlerwesnaiemia taser tie ve ae 9,176 10,596 
Materials and:stp pileSre serra ce rerun eer oetet sr 872 859 


39,611 48,112 
Investments(NOte: Susan tytn eis oisteca aces 39,572 39,395 
Bixedtassets (NOte!4) mccain eee: 153,618 139,489 
Othersassetsiseyctecvomustricialacsta ohirsseten erent 499 433 


233,300 227,429 


LIABILITIES 


Current 
Accounts payable and accrued liabilities 


ONO CONES e.ccah ono RD Oe COO ea OAD Sreera c 
Grants in lieu of municipal taxes ........... ; 


Accrued employeeibenefitsinya-.- aaa eerar it aeelete : 
VoansitromuGanadal(Note:6)) )o.cetnieia aise 5 


EQUITY OF CANADA 


Gontributed’capitaliee a rect oe tee : 
Retainedleam ine saunter inte terrence : 


1988 


1987 


10,254 
2,386 


12,640 


11,260 
5,000 


16,260 


5,329 
6,561 


11,890 


5,225 
6,968 


12,193 


183,569 
25,201 


183,569 
15,407 


208,770 


198,976 


233,300 


227,429 


On behalf of the Board: 


RONALD COREY 
Chairman 


DOMINIC J. TADDEO 
General Manager and Chief Executive Officer 
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STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Revenue from operations ...:...........-.... 57,268 59,770 
Operating and administrative expenses ......... 39,385 38,530 
Depreciationia etree rio. orieeisicieter- 9,838 8,926 
Grants in lieu of municipal taxes .............. 3,403 3,954 

52,626 51,410 
Net income from operations .................. 4,642 8,360 
InvestmenGincome sameeren. kr aetna 7,968 7,529 
Interestiexpenseieerrre serine act scriecrast (459) (482) 

7,509 7,047 
Net income before unusual item ............... 12S) 15,407 
Adjustment of grants in lieu of municipal 
RAXIGS rerrmeite atts dkotssichorerereueieteas Tener ememereneee oraeer OMS 

INCHINICOIIO Rene Mera ites aie: net noiecatans rere evel otater cart 14,066 15,407 
STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 

1988 1987 
Balance atibepinning emer oie els «reece 15,407 (7,712) 
Elimination of deficit by a reduction 

IMCONMIDULedICapitalimn niet statin tte i narr 7,712 

INGtinGOme soy. iran cite iceelan: (rousiclers sic nstets 14,066 15,407 
Dividend yee hance creer ea tomar ceashrers (4,272) 
Balancéatiendh tates tt. tat citar acto Bae os ornilens 25,201 15,407 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Inflow (Outflow) of cash related to the 
following activities 
Operating 
INGt INCOME) Pate « y%) sicvsee Aas ainesie.alleleroteierets 14,066 15,407 
Items not affecting cash 
Depreciation ameristar 9,838 8,926 
Other eeretrsr. crutetecs iatoc eres eitoeiets 142 360 
24,046 24,693 
Changes in non-cash operating working 
CapitalcitemS je. aera cove: vvs\cyareutore eianele etesessiere (1,950) 6,677 
eve 923006) otal 
Financing 
Repayment of current portion of loans 
fromnanadarrryvte cso eo eee (407) (383) 
Increase (decrease) in accrued employee 
benietits me cmieyers aiarerara © cos eieaieraisveeie oroenerets 104 (58) 
BDividendsipaidweamrrecraiciccickecce tin siictoceers (4,272) (4,136) 
(4,575) (4,577) 
Investing 
Acquisition of long-term investments ........ (177) (177) 
Acquisitionior fixediassets§ taeacce eects - (24,423) (17,832) 
Proceeds on disposal of fixed assets .......... 51 
Receipt of othermassetsmrttemietrerkesn siersreie 30 26 
AACOUISITIONOL Ofer aSSCLS ma emremteetcrrrcts ces rr (96) 
(24,615) (17,983) 
Increase:(decrease)iin Cash <meta sietie cc (7,094) 8,810 
Gashrat beeinnings: vcr. carecremer crctndalererstaae es 36,657 27,847 
Cash at end ae a cmagyep sis hy ae ee eee 29,563 36,657 


Cash comprises cash and temporary investments. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988 


1. Status 


The Montréal Port Corporation (the Corporation) was incor- 
porated by letters patent in accordance with paragraph 6.2(1) 
of the Canada Ports Corporation Act on July 1, 1983. 

Under Section 6.5 of the same Act, on the establishment of a 
local port corporation, all rights, obligations and liabilities of 
the Canada Ports Corporation in relation to that harbour shall 
become rights, obligations and liabilities of the local port cor- 
poration and the administration of all such property and works 
within the limits of that harbour as are administered by the 
Board, shall be deemed to have been transferred to the local 
port corporation, in this case the Montréal Port Corporation. 


2. Significant accounting policies 


Inventories 


Materials and supplies are valued at the lower of cost and 
replacement cost. Cost is determined substantially on average 
cost. 


Fixed assets and depreciation 


Fixed assets are recorded at original cost with related accu- 
mulated depreciation transferred from Canada Ports 
Corporation; subsequent acquisitions are recorded at cost. 

Depreciation on fixed assets is calculated according to the 
straight-line method for the full year, commencing in the year 
the asset becomes operational, using rates based on the esti- 
mated useful lives of the assets. 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the plan are required 
from both the employees and the Corporation. These contribu- 
tions represent the total liability of the Corporation and are 
recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are based on estimated 
municipal assessments adjusted in accordance with the Munici- 
pal Grants Act. Grants are paid after the amounts have been 
audited by the Municipal Grants Division of Public Works 
Canada. Any adjustments upon finalization are reflected in the 
accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts annually the esti- 
mated liabilities for severance pay, annual leave, sick leave and 
overtime compensatory leave, which are payable to its em- 
ployees in subsequent years under collective agreements, or in 
accordance with Corporation policy. 


3. Investments 


Funds are invested in Government of Canada direct securities 
and guaranteed by the Government of Canada which are shown 
at amortized cost, with premiums or discounts amortized over 
the periods to maturity. As at December 31, 1988, the market 
value of the short-term investments is equivalent to their amor- 
tized cost, and market value of long-term investments is 
$42,450,600 ($42,636,000 in 1987). 
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MONTREAL PORT CORPORATION—Concluded 
NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988—Concluded 
4. Fixed assets 
1988 1987 
Depreciation Accumulated Net Net 
rates Cost depreciation value value 
% (in thousands of dollars) 
Wand wa anitotess airs tho he asl) Aceh aorta ae elon et athe skew 23,230 23,230 19,113 
DEAS UD ys segs soy Pen se des Faye: he, Share reas oy liaes el AER Bootes ee ese dehans, seb per oss 925) 15,876 12,366 3,510 3,738 
Berthing 
SUPRIS UTES cee cnctincnts Gouevascints aah name Abdtnn tas, Pate Gace drnonastedd Caos 2.5) 59,317 38,719 20,598 21,594 
Buildingstpyncich clas hit cer atomesctant tderest de eet recone ekeahn e erees saoee 2.5-10 68,508 30,436 38,072 38,583 
WethiGesmempesrercccateerteeccaee ccirsvecercis:avere oto rece epee eRe Cae, exert be tontxs 3.3-10 17,180 7,128 10,052 8,565 
Roads and 
SULLACCSI TE Te eC I Ee ee Ses MRT ete ae tens 2.5-10 51,901 14,349 37552 26,900 
Machinery and 
SQUID MEN ae yaexe raison syaysis, efovas she ote 4 Sia rsuere es Saele steerer oisrera ge slelese 5-20 52,846 34,465 18,381 20,355 
Office furni- 
ture and 
EQUIPMENT grerertoree Vorructeteteis he So eke aie shaRPN NaS Caren hae Saye nce 20 TANS) 1,247 468 444 
290,573 138,710 151,863 139,292 
Projects 
under 
GONSITUCHOM Meera ert eter remicnstcecre stats ce cheese Pac pareneat SRC Mie ORES ean 1,755 1,755 197 
292,328 138,710 153,618 139,489 
5. Accounts payable and accrued liabilities 8. Commitments 


Included in accounts payable and accrued liabilities are 
amounts for deferred revenues of $1,002,793 ($979,612 in 
1987) and for the current portion of long-term liabilities of 
$407,056 ($383,111 in 1987). 


6. Loans from Canada 


1988 1987 


(in thousands of dollars) 
Loans bearing interest at 6.25% with blended 
annual principal and interest repayment 
requirements of $842,561 and maturing 


ANuthesyeaty 2 OOO sereccssciys) arabe 'uerenaarets, sien lees 6,968 7eSsoik 
FeSSHCUITeENG DOLUION ber aa) ceistishre eile oe 407 383 
6,561 6,968 


Principal repayment requirements over the next five years 


(a) Contractual obligations for the completion, construction 
and purchase of fixed assets are estimated at $2,854,000. 


(b) In accordance with a Government of Canada policy con- 
cerning payment of dividend, the Corporation would be 
required to pay a dividend, in respect of the 1988 fiscal 
year, based on a method of calculation using net income. 
This dividend payable before March 31, 1989, would 
amount to $3,338,095 and would be applied against re- 
tained earnings. 


. Related party transactions 


In the ordinary course of business, the Corporation enters into 
transactions with related parties, including the Government of 
Canada, its agencies and other Crown corporations. 

The Corporation derives revenues from related parties prin- 
cipally from grain warehousing and switching charges. The 
expenses paid to related parties are principally administration 
fees. 


amount to: 

$ 
RES Bein 8 oss icio CORD O AOU Ae Os SRSA Neo nea Oe 407,056 
WER IO & iSt52204 Gino Ode ODA OOIORes GGG 0 nORecn Ooi Hae, Genks o Gaon 432,497 
OO TG oo co 2 AP Be te so be ss RPO RG sce oe cee woe Ree 459,528 
W992 Resear err oe eters snes fiche isis eva torere wie ernterels oteerenes 488,249 
EMS nO S OUT Us ceMCoU SOc HUGE no TRO SAMOA OOLG Teper 518,765 


7. Contingencies 


Claims aggregating approximately $7,810,690 in respect of 
lawsuits, guarantees and damages allegedly suffered on the 
Corporation property and sundry legal matters in dispute have 
been made against the Corporation but are not reflected in the 
accounts. In the opinion of the Corporation, its position is 
defensible and the final outcome of such claims should not 
result in any material loss. 
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SUMMARY PAGE 
NATIONAL ARTS CENTRE CORPORATION 


MANDATE 
To promote the development of the performing arts. 
BACKGROUND 


In 1969, the corporation was given the lease of the National Arts Centre complex for twenty years without charge. The 
corporation’s revenues meet about 50 per cent of its cash requirements; payments from Canada cover the remainder. The 
corporation is a charitable organization for the purposes of the Income Tax Act. 


CORPORATION DATA 


HEAD OFFICE 53 Elgin Street 
Ottawa, Ontario 
K1IP5W1 
STATUS — exempt from the provisions of Divisions I to IV of Part X of the 


Financial Administration Act 
— not an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable Marcel Masse, P.C., M.P. 

DEPARTMENT Communications 

YEAR AND MEANS OF 1966; by the National Arts Centre Act, (R.S.C. 1985, c. N-3). 
INCORPORATION 

CHIEF EXECUTIVE Yvon DesRochers 

OFFICER 

CHAIRMAN Robert E. Landry 

AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) Financial years ending August 31. 


1988 1987 1986 1985 

At the end of the period 

EROCAL A SSELS Wace oma Wares eaeee dn hi gees Rac ee 10.2 7.4 Gor 14.7 

Obiarations tothe: private sector’ ica 2 aoe aa eer 4.2 Dal 2.4 2.8 

WON e AOS Ome allad ary 15 < Gaes Gav ncce cree neat ae ore nil nil nil nil 

UTEVEO EAN ACD ah aa5,, 03, 's seo eee oe neers eae a RACED i 1.6 1.1 negl. 
Cash from Canada for the period 

DUC RC CARY Pyare eet cieacye! 5. n/s3 s,s loeadenu ee nde eee a ee 18.7 14.9 16.9 153 

=== NOM- DUG SOLAR a years: oc 8 chcydae ee ea ee nil nil nil nil 


* These are advance ticket sales. 
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AUDITOR’S REPORT 


TO THE CHAIRMAN OF THE BOARD OF TRUSTEES 
NATIONAL ARTS CENTRE CORPORATION 


I have examined the balance sheet of the National Arts Centre 
Corporation as at August 31, 1988 and the statements of revenue 
and expenses, surplus and changes in financial position for the year 
then ended. My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as I considered necessary in the circumstan- 
Ces: 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at August 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


November 4, 1988 


BALANCE SHEET AS AT AUGUST 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Cash)! cxyersre inet arephegs sive sha tenancies biel teret ste 393,263 3,853 Accounts payable and accrued liabilities 
Short-termuinvestinentstsee eee rer meee 3,594,124 331,321 (NOLES) Warr sole: siercceseoumeuee eye ators : 2,689,234 2,255,204 
Accounts receivable (Note 3) ............... 1,819,804 2,291,153 Deferred revenue (Note 8) ..............8. : 4,377,360 2,906,236 
Inventoriesi(Noter4 ieee ae ene ast ei etael 438,548 422,555 Deferred parliamentary appropriation 
Programmes iniprogress 22j.-1:.. aele™ eels 720,185 791,002 Major capital projects (Note 9) .......... : 1,644,001 300,389 
Prepaid expenses (Note 5) pretends) cst aiiotectolleve pies) oi)’ 216,546 214,100 8,710,595 5,461,829 
7,182,470 4,053,984 Long-term obligation under capital 
Rixedassetsi(Note 0) marioue ee ene nose 2,995,502 3,395,117 EAS ee ie Sse Pale, Papa may ee ek Ri ee oe é 15,538 20,511 
Provision for employee termination 
benefitssey. creas soto eclo seeiev aces crsisies arses : 398,732 360,745 


414,270 381,256 
9,124,865 5,843,085 


EQUITY OF CANADA 


SUIPIUS seen teteetet ere tetetay ates ckcretstereestenetotcy- ts 2 1,053,107 1,606,016 


10,177,972 7,449,101 10,177,972 7,449,101 


Approved by Management: 
Y VON DES ROCHERS 
Director General 

RICHARD LUSSIER 
Manager, Financial Service 


Approved by the Board of Trustees: 


ROBERT LANDRY 
Chairman 


MADELEINE PANACCIO 
Vice-Chairman 
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STATEMENT OF REVENUE AND EXPENSES STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED AUGUST 31, 1988 FOR THE YEAR ENDED AUGUST 31, 1988 
1988 1987 1988 1987 
$ $ $ $ 
Operating revenue Operating 
Performing arts programmes Excess of expenses over revenue ........... . (15,948,909) (14,375,675) 
(Schedulenl)irste crestor ey assem tacsic ats 8,950,092 8,451,485 Items not affecting funds 
Commercial services (Schedule 2) ........... 7,129,472 6,625,429 Depreciation and amortization ........... ' 775,379 823,064 
Rental of halls vps sapcmretas sts cae rontvayna isthe yee 780,944 650,311 Provision for employee termination 
Programme support services (Schedule 6) ..... 514,349 465,517 DENCEUS retro psie non, cious sire eet eke cre : 37,987 (108,533) 
Others 4 Pee er er oc eheeices aeittos PSY IS) 18,875 Loss on disposal of fixed assets .......... : (26,873) 
17,402,432 16,211,617 Decrease (increase) of components of 
operating working capital other than cash.. . 2,079,913 (101,768) 


Operating expenses 
Performing arts programmes 


(13,082,503) (13,762,912) 


(Schedules) eae crit cre le sro'siemre nis wie 16,020,106 14,891,588 Financing 
Commercial services (Schedule 2) ........... 5,505,783 4,966,300 Parliamentary appropriations 
Operation of the buildings (Schedule 7) ...... 5,055,285 4,634,233 Operating’) .s) sonic ats coe bree eer ‘ 15,366,000 14,878,000 
Programme support services (Schedule 6) ..... 3,742,939 3,121,329 Major capital projects including interest 
Administrative services (Schedule 8) ......... 2,763,454 2,831,254 CAITIS GIA: SMT CREE cos cs cre sae 3 3,361,237 31,448 
Rentaliof hallses decent ene 417,579 296,356 Long-term obligation under capital 
Board of trusteestcrrricr noo en meee ee 225,980 207,784 leases. ie Sree ars Oe UE he Be eee oie gieud oles u (4,973) 20,511 
33,731,126 30,948,844 18,722,264 14,929,959 
Excess of operating expenses over operating Investing 
TEVENUE 22 ras ieee heels SOc he ORES 16,328,694 14,737,227 Mayor'capitall projectsie-enianc reer : (1,638,657) (571,113) 
Ocienincome AGdItions tonixedrtassctsme aerate ; (348,891) (1,120,952) 
Regionalimunicipalicrantsci.ce ec eee 270,000 270,000 (1,987,548) (1,692,065) 
Interest on short-term investments ........... 109,785 91,552 Increase (decrease) in cash during the 
379,785 361,552 NCE aoe nice eel incon mctc orice Aor aCm aero ; 3,652,213 (525,018) 
EXCessiOlexpensesiover rey enue amienier eee 15,948,909 14,375,675 Cash and short-term investments at beginning 
OL YOar Us soit auth e eslec Piva ke ors sires : 335,174 860,192 
Cash and short-term investments at end 
Of years tesa niet ccs oe eete ers oats : 3,987,387 335,174 
STATEMENT OF SURPLUS 
FOR THE YEAR ENDED AUGUST 31, 1988 
1988 1987 
$ $ 
Surplus at beginning of the year ............... 1,606,016 1,096,191 
Excess of expenses over revenue .............- (15,948,909) (14,375,675) 
(14,342,893) (13,279,484) 
Parliamentary appropriation—Operating ........ 15,396,000 14,885,500 


Surplusiatiendiofithesyeane een aerate 1,053,107 1,606,016 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1988 


1. Objectives and operations (f) Deferred revenue 


| 


The objectives of the Corporation are: to operate and main- 
tain the National Arts Centre; to develop the performing arts in 
the National Capital Region; and to assist the Canada Council 
in the development of the performing arts elsewhere in Canada. 

In furtherance of its objectives, the Corporation may arrange 
for and sponsor performing arts activities at the Centre; encour- 
age and assist in the development of performing arts companies 
resident at the Centre; arrange for or sponsor radio and televi- 
sion broadcasts and the showing of films in the Centre; provide 
accommodation at the Centre, on such terms and conditions as 
the Corporation may fix, for national and local organizations 
whose objects include the development and encouragement of 
the performing arts in Canada; and, at the request of the Gov- 
ernment of Canada or the Canada Council, arrange for 
performances elsewhere in Canada by performing arts com- 
panies, whether resident or non-resident in Canada, and arrange 
for performances outside Canada by performing arts companies 
resident in Canada. 

With a view to achieving the objectives, Her Majesty demised 
and leased the National Arts Centre building complex to the 
Corporation for a period of twenty years, expiring May 31, 
1989. Under the terms of the lease, the Corporation is respon- 
sible for maintenance and operation of the building complex, 
but is not required to pay for the use of the complex. 


. Significant accounting policies 


(a) Short-term investments 


Short-term investments are carried at cost which approxi- 
mates market value. 


(b) Grants 


Grants are recorded as revenue in the year in which the 
grantors make firm commitments to the Corporation. 


(c) Inventories 


Inventories are valued at the lower of cost and net realiz- 
able value for food, beverages and boutique materials or 
replacement cost for production materials. 


(d) Programmes in progress 


Direct costs, including advances to performing companies 
and artists, incurred prior to the end of the year for pro- 
grammes in progress are deferred and charged to expenses 
in the year in which the programmes terminate. Indirect 
costs and common services not attributable to particular 
performances are charged to expenses in the year in which 
they are incurred. 


(e) Fixed assets 
Fixed assets used in the operations, other than the NAC 
complex, are recorded at cost. Depreciation and amortiza- 
tion are calculated on the straight-line method, as follows: 


20 years 

5 and 7 years 
5 and 7 years 
4 and 10 years 


Building—L Atelier 
Equipment 

Equipment under capital lease 
Leasehold improvements 


Extraordinary acquisitions and repairs to the NAC building 
complex are deducted from the parliamentary appropriation 
received for that purpose and are neither capitalized nor 
expensed. 


(g) 


(h) 


(i) 


Q@) 


(k) 


Revenue from tickets sold prior to the end of the year for 
programmes in progress is deferred and credited to revenue 
in the year in which the programmes terminate. Gift certi- 
ficates and exchange vouchers not redeemed within three 
years of the year of their issuance are written off and 
credited to revenue. A percentage of those less than three 
years old is also credited to revenue. 


Operating expenses 


Expenses relating to performing arts programmes and com- 
mercial services do not include costs relating to building 
and equipment maintenance, utilities and administrative 
services. Furthermore, the costs relating to furniture and 
equipment that are not capitalized are disclosed respective- 
ly as operation of the buildings expenses and commercial 
services. 


Pension plan 


Employees of the Corporation participate in the Public 
Service Superannuation plan, administered by the Govern- 
ment of Canada. Contributions to the plan are required by 
both the employees and the Corporation. These contribu- 
tions represent the Corporation’s total obligation and are 
recorded as they become due. 


Employee termination benefits 


Employees of the Corporation are entitled to specified 
benefits on termination as provided for under labour con- 
tracts and conditions of employment. The liability for these 
benefits is recorded in the accounts as the benefits accrue 
to the employees under the respective terms of employ- 
ment. 


Parliamentary appropriations 


The parliamentary appropriation for operations, received 
during the period April | to August 31, is in respect of the 
Government of Canada’s fiscal year ending on March 31 of 
the following year. The Corporation credits to surplus each 
month one-twelfth of the approved appropriation. Accord- 
ingly, of the amount received to August 31, the amount 
received which is in excess of 5/12ths of the appropriation 
is deferred to the following year. In the event that the 
amount received is less than 5/12ths of the appropriation, the 
difference is recorded as a receivable. 

The parliamentary appropriation received for major capital 
projects is deferred until used. An amount equal to the cost 
of the projects incurred during the year is deducted from 
the deferred parliamentary appropriation. 


Capital lease 


The equipment and related obligation for capital lease are 
recorded at an amount equal to the present value of future 
lease payments using an implicit lease interest rate of 
11.47%. This obligation expires in 1991. 
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NOTES TO FINANCIAL STATEMENTS 


AUGUST 31, 1988—Continued 


3. Accounts receivable 


1988 1987 
$ $ 
Customeraccountsieas Mates eeteles ete 830,207 861,542 
Allowance for bad debts ..............4.. (21,205) (19,474) 
809,002 842,068 
Parliamentary appropriation—Operating 
(Notes O) ies scarce ccsyserisebasle ee ccisiet te 665,831 635,831 
Grants teemeyemie eae citeke a neatie stasateratie sets 135,000 135,000 
Tickets sold by a sales agency ............ 104,931 195,090 
Loans to musicians for the purchase of 
INSIUMENUS ec cite treet meee 59,987 86,350 
Accruediinteresthaasseecoe er. eect eee 27,586 3,899 
Parliamentary appropriation— Major 
Capital! projectSiaseag eetacraae ert ieeen 378,968 
(OU ehes Pama GSH eo Te Oe a omer EUIER ES 17,467 13,947 
1,819,804 2,291,153 
4. Inventories 
1988 1987 
$ $ 
ProductionumaterialSin sri aces-) reece 211,547 226,254 
Food, beverages and tobacco.............. 180,956 150,079 
Boutique ee critrnrs :s cot cne cays ornlars wet wierrer es 46,045 46,222 
438,548 422,555 
5. Prepaid expenses 
1988 1987 
$ $ 
Sil ICSF SA neite eames ade otoue ond s Hen 157,850 147,236 
Souvenirs and other items... ......2....2... 31,933 34,285 
COmMiSsiONs diwctersncitecagscaeconiore temp tatteaes 6,143 
Miscellancousigg smmncti cdc tye cia 26,763 26,436 
216,546 214,100 
6. Fixed assets 
1988 1987 
Accumulated 
depreciation Net Net 
and book book 
Cost amortization value value 
$ $ $ $ 
Land gas cuktetn snepeot-« 4 90,000 90,000 90,000 
Building—L Atelier .... 298,069 103,685 194,384 209,287 
Equipmentsnerecesen 4,230,461 3,054,708 1,175,753 1,403,189 
Equipment 
under capital 
lease: Sioa saute 28,750 5,750 23,000 28,750 
Leasehold improvements . 2,841,449 1,329,084 1,512,365 ~—:1,659,291 
Uncompleted capital 
projects’ Sarna. aver F 4,600 
7,488,729 4,493,227 2,995,502 3,395,117 


10. 


We 
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. Accounts payable and accrued liabilities 


1988 1987 
$ $ 
Tirade Prana we Sere REA CUP en Ree ane A 1,699,357 1,193,023 
Accrued salaries and annual leave ........ ; 802,135 710,644 
Payroll deductions and sales tax ......... 4 187,742 3510537 
2,689,234 2,255,204 
. Deferred revenue 
1988 1987 
$ $ 
Tickets sold prior to the end of the year 
for programmes in progress ............ 4,157,596 2,742,177 
Unredeemed gift certificates and other ..... 219,764 164,059 
4,377,360 2,906,236 


. Deferred parliamentary appropriation—Mapjor capital projects 


1988 1987 
$ $ 
Deferred from the previous year ......... 3 300,389 461,086 
Receivediduringithetyearmeer ar aca ; 3,262,000 
Interest earned during the year........... ‘ 99,237 31,448 
Expensesifonithe cara een ete ; (2,017,625) (192,145) 
Deferred to the following year............. 1,644,001 300,389 
Parliamentary appropriation—Operating 
1988 1987 
$ $ 
Receivable at beginning of year.......... ; 635,831 628,331 
Crediteditojsurplus 47. sora nee a ee ‘“ 15,396,000 14,885,500 
Received during ithe yeaten 2a yaar . (15,366,000) (14,878,000) 
Receivable atiendiofivedne s-1.0 cree er 665,83 1 635,831 


Commitments 


As at August 31, 1988, commitments for operating and capi- 
tal leases, with terms of more than one year, amounted to 
$1,077,001. Future minimum payments under these arrange- 
ments are payable as follows: 


Year ending August 31 $ 
LOR O errercre etn oo leo brane ania are rere gloala vatatea Siete abaeLaentretate : 890,742 
1990 Noes wadia. (RROSTETOS GRE Ah Maou. 2I98Se. f 144,579 
LOO efor. ochita teat: tee dae eine! Ba8- 22 ' 24,999 
1992 “sap. bospebtotep ettad Le aa ke Gath sem debe he ae i 15,473 
NOS PPP retins ic: 6) Oe aan cient decane y ont Sr eratee heya aera : 1,208 
1,077,001 


Furthermore, the NAC entered into an agreement with a 
ticket sales agency. The agreement extends to 1996. Payments 
are based on the number of tickets sold; there are no minimum 
payments. 
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NOTES TO FINANCIAL STATEMENTS 
AUGUST 31, 1988—Concluded 
12. Related party transactions 
In addition to the rental of the NAC complex, provided free 
of charge by the Government of Canada, the Corporation re- 
ceives audit services without charge from the Office of the 
Auditor General of Canada. 
During the year, in the normal course of business, the Cor- 
poration incurred expenses totalling $730,204 
(1987—$758,735) for utility, ground maintenance, snow remo- 
val and telephone services provided by other government 
departments and agencies. 
13. Comparative figures 
Certain figures for the year ended August 31, 1987 have been 
reclassified to conform to the presentation adopted for the year 
ended August 31, 1988. 
SCHEDULE OF REVENUE AND EXPENSES—PERFORMING ARTS PROGRAMMES 
FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 1 
Dance and Variety Music Theatre Total 
1988 1987 1988 1987 1988 1987 1988 1987 
$ $ $ $ $ $ $ $ 
Revenue 
Box Office ya cakrenicom ies some eines 40h 3,759,461 4,080,583 2,041,972 IES 782. 2,155,263 1,943,172 7,956,696 7,535,537 
TRO ty oa coeee ern ornare 0-0. Oia 0 Cae SR POE Sc) 122,550 176,530 DIZ ASS 3,202 394,703 179,732 
IBE@adCaStIS pate terinrererieus mei areieiteitis o) saseies eis 244,277 282,520 244,277 282,520 
CozpraductionSierracrie es sie er yer oral aaree sears 117,909 110,000 117,909 110,000 
SHUOROGOIS sooceseacg ae aoa soup oo og 6eans 65,700 124,500 65,700 124,500 
OLINSt sae ASS Oar Arte cameo Se fie 23,236 25,419 47,311 133,714 100,260 60,063 170,807 219,196 
3,782,697 4,106,002 2,521,810 2,229,046 2,645,585 2,116,437 8,950,092 8,451,485 
Expenses 
Rertormerse raccvearit et tertorael tol tet of tst Peter aor rohit 2,691,989 2,911,278 4,387,726 4,022,875 1,700,141 1,199,263 8,779,856 8,133,416 
MSchniGal Services ants cits eieises keto ek cele erat 705,468 713,005 402,027 254,137 1,060,867 1,361,250 2,168,362 2,328,392 
JING MEST cad atin Sogo OO ODO 8 OR OD Ob DASE 616,292 583,694 606,571 492,521 598,193 486,033 1,821,056 1,562,248 
PAXAMINIStratiONen cise terion oe eles ol-rerstehetelors) <cetrets 307,384 376,199 440,221 546,514 691,798 642,352 1,439,403 1,565,065 
WEE GIRO ee om 6 6 9 080 0 O50 Had OF OO Oo BOO DOF 30,275 62 419,847 239,234 450,122 239,296 
Othenartistic Services | pyercs eit) cm tte Pek ont 45,926 63,508 268,813 287,718 314,739 351,226 
OtherproduchonjexDcnsesieer t-tests mien: 426,342 309,772 224,949 159,686 395,277 242,487 1,046,568 711,945 
4,747,475 4,893,948 6,137,695 5,539,303 5,134,936 4,458,337 16,020,106 14,891,588 
Excess of expenses overirevenue ©. 2. ss.< <).m00 3 964,778 787,946 3,615,885 3,310,257 2,489,351 2,341,900 7,070,014 6,440,103 


SCHEDULE OF REVENUE AND EXPENSES— 
COMMERCIAL SERVICES 


FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 2 


1988 1987 
$ $ 

Revenue 
Restatrantsi(Schedule 3), sican.as ners roe ies 5,221,658 4,687,185 
Giarave: (Schedulert) meeps yaia a) raerens arses 1,748,711 1,771,467 
Boutiquen(Sched ule 5). o) ectrstosesarete wel tata sr 159,103 166,777 
7,129,472 6,625,429 

Expenses 
Restaurants (Scheaule i. erciaciies taster ie 4,827,788 4,315,031 
Gara vel SChedUle: 4 mrs er icarenstetsnataneiaterohetsnctars 503,218 471,543 
BOutique (SCheGUler)) teeta ante aaa earekerh dered 174,777 179,726 
5,505,783 4,966,300 
EXCESS Of FEVENUCLOVEN EXPENSES) elas smicele safe ele 1,623,689 1,659,129 
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FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 3 
1988 1987 
Food Beverage Total Food Beverage Total 
$ $ $ $ $ $ 
Sales 
Le Cale erent citer tear sietete cers hora det tlarauyersents i antares cncus 1,678,843 736,611 2,415,454 1,346,324 638,596 1,984,920 
Catering criss ccm este Poe ke orsiere a atta elses aia onensr sc aPa elbeeare te cusy ae 1,142,988 530,461 1,673,449 1,003,536 470,005 1,473,541 
Barscee sap ee ete Herr entote ites tee Santa os Slavs Woke Mi dew wise mtn a ean 631 429,366 429,997 431,704 431,704 
EEX termalsATiAains teri erayersis cs cceausu her easitenouevsud. evoke cee ae er orice 93,701 93,701 110,945 110,945 
GreenyROOrn frei seserasunetaissinarshay rotenone: cvcreusionexs sce = ema tetorAn ata oee 125,188 125,188 120,510 120,510 
sotallSales memes cn ti Toth amie erensit een tern nia ae ote rete nities 3,041,351 1,696,438 4,737,789 2,581,315 1,540,305 4,121,620 
Costotesoods consumed cares. cvsteeyater ae aes)ahev suede tie ierstale <1e uebaereeree er ores 1,232,805 530,993 1,763,798 1,014,047 506,654 1,520,701 
GTOSSYPLO LI Owe Peres ee acckere av aeicgetecreuieb com cersnauustavahn Dees eta Ret omete reo sie ed 1,808,546 1,165,445 23,973,991 1,567,268 1,033,651 2,600,919 
Other revenue 
Recovery of costs—Catering and External Affairs .................. 413,740 474,478 
OU  rteses asa is avey snares) 01 BERG a TRA Taye lees ga SIIE TE (OST TENG 70,129 91,087 
Total othersre venue’ yccrern sears sere cars sates wieilace Caeann 5. cate PTET a ee 483,869 565,565 
dlotalverossyprotipandothemmevenuer verry elrme ett erie ce deere 3,457,860 3,166,484 
Operating and administrative expenses 
Salaniesmwaces:and employeebenenits aren etnies 2,235,242 1,970,553 
Suppliescandiequipment rental@eers-c--00-eaaee eit aici 381,491 400,033 
FAGVEItISING ANG PrOMOLlON recent ctnen meee cere Cie er eins 102,503 90,051 
Depreciationrand- amortization war fireetaier eres nae tee iets crane 85,648 77,613 
Professtonalesenvicesec et cnet een ae eee eee iets 71,510 92,233 
Repairsrandinraimtenance an yao entice ct eee ene eras 38,279 56,251 
Gredilicard! commissioner emis ren ve crs ere are reenneey ner earn 34,182 27,745 
Musicrand entertainment rr. sceieanacr anise ee es re EN ieee 28,015 32,702 
OCT Macs) wore rerarcsercreve pasted iaxoncnorarers te censor ay iver aieran sF oeyavapon re 87,120 47,149 
} otal EXpPenSes) p: tchartneyecsesp heya segern oo aE epg ores eA war ames ore etre 3,063,990 2,794,330 
EXCeSsiOlire VEMUCOVEL CX PENS CSumEE fais tearera flare een rerereas rae 393,870 372,154 
SCHEDULE OF REVENUE AND EXPENSES— SCHEDULE OF REVENUE AND EXPENSES— 
GARAGE BOUTIQUE 
FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 4 FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 5 
1988 1987 1988 1987 
$ $ $ $ 
Revenue Revenue 
Barkin 8 x ttsoxe bitccteciecirg aaeel om inis hie ee see 1,748,711 1,771,467 Sales, os reyae crnpsperaicvats oo meyaioe icles sags els ; 159,103 166,777 
Expenses Expenses 
Salaries, wages and employee Costotigoodssoldii gr. een nearer ria ‘ 112,036 103,445 
se aaa ig 420238 399,081 Gs iat Bin eee ha stad : 47,067 63,332 
Depreciation and amortization .............. 24,578 16,375 tag ' 
CST TEI Pp cee ee oe 20,853 22,438 General and administration 
Repairs:andamaintenancerrrsstasie-:.i0,5 heres 19,240 20,953 Salaries, wages and employee 
Cie See 18,309 12,696 benefits NSPR REE So oo idaiee hesumaee : 49,631 62,586 
ASINOTIZALON Gers ees Avie dle neuer ceeee , 2,677 2,677 
503,218 471,543 Advertising and display ................ ; 1,265 2,774 
EXGess/OMreVvenue OVEMeEXDENSES amelie yr ane 1,245,493 1,299,924 Other evn eee ek AS eee. : 9,168 8,244 
62,741 76,281 
Totaliexpenses sya mecesrags, 0. cusccte co: scene ecates sierotessie : 174,777 179,726 
Excess of expenses over revenue ............. : 15,674 12,949 
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NATIONAL ARTS CENTRE CORPORATION—Concluded 


SCHEDULE OF REVENUE AND EXPENSES— 
PROGRAMME SUPPORT SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 6 


1988 1987 
$ $ 

Revenue 
House program advertising ................. 251,764 277,677 
BoxcOfiiceservicecharvesumern sis araen 104,858 89,031 
LOTUS Cini Me eetighe Sera iem eRe one in ares ae 157,727 98,809 
514,349 465,517 

Expenses 

Salaries, wages and employee 

benefits coke pase dation Hl WD Alon ltt 2,611,541 1,857,730 
Advertising and promotion ................. 359,258 320,979 
OPICELEXPENSES ae cia etna 3 Geka datoscineus cote 262,178 171,853 
Commissions and service charges............ 170,556 415,597 
Professional services and expenses ........... 144,748 105,417 
Wal chOuscilen trem mr wer teraceaNchsan colecmtsa-h camer. 101,106 159,368 
OCH Grymerte Acetone ecctaer cae ie cvshalacetselccere casio aystrusts 93,552 90,385 
3,742,939 3,121,329 
Excess of expenses over revenue .............. 3,228,590 2,655,812 


SCHEDULE OF EXPENSES— 
OPERATION OF THE BUILDINGS 
FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 7 


1988 1987 
$ $ 

Salaries, wages and employee 

benefits}. Seek Oe ated. See BS 2,015,134 1,835,594 
Utilities. ye ates ca oc: eS F< TORRE Pac 1,031,031 994,062 
Repairs and maintenance to buildings and 

ECQUIPMEN (ip tec ovo eretysrers weuse reenter Mere 956,276 818,125 
Depreciation and amortization ................ 662,476 726,399 
urmiturerandrequipmient aia. reeralen peket eT tek 167,577 97,507 
Professional services and expenses ............ 133,056 105,461 
Othererprae recs siecsuaese cise eine oun nm clee oes 89,735 57,085 


5,055,285 4,634,233 


SCHEDULE OF EXPENSES— 
| ADMINISTRATIVE SERVICES 
FOR THE YEAR ENDED AUGUST 31, 1988 SCHEDULE 8 


1988 1987 
$ $ 

| Salaries, wages and employee 
DEnGfits} an antee Poe Rea etn ee oon Hiatt ern wae 1,978,066 1,974,398 
Professional services and expenses ............. 239,616 106,675 
WOU RINGS: petireoin Ban Soo omic OF ane Ap 128,301 122,056 
MOTHICETEXPENSES cies erste is) oie caesarean ene 124,344 162,712 
Repdincand maintenances. oc. 2. /)-mte .tos aetna eee 72,381 73,303 
Travel and duty entertainment................. 65,452 41,392 
elecommuni Cation Smee tree aise ion cies pele 36,845 112,634 
m ©6Advertising and promotion ................... 32,180 17,633 
BLce Tent ges. 2 haan. ty oo enichiss Wit eds 2,265 128,407 


i cay series mo EP Pee or EES 84,004 92,044 
| 2,763,454 2,831,254 
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SUMMARY PAGE 
NATIONAL CAPITAL COMMISSION 


MANDATE 


To prepare plans for and assist in the development, conservation and improvement of the National Capital Region; to 
organise sponser and promote public activities in the Region. In 1987-88, the Commission became responsible for the 
management and maintenance of the Official Residences located in the National Capital Region. 


BACKGROUND 


Funding from Canada to the Commission is usually budgetary funding. The Commission’s own revenues meet about 17 
per cent of its outlays. 


CORPORATION DATA 


HEAD OFFICE 161 Laurier Avenue West 
Ottawa, Ontario 
K1P 6J6 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Elmer MacKay, P.C., M.P. 
DEPARTMENT Public Works 
YEAR AND MEANS OF 1958; by the National Capital Act (R.S.C. 1985, c. N-4). Canada 
INCORPORATION has owned this corporation since 1899 with the creation then of the 


Ottawa Improvement Commission (1899-1927), succeeded by the 
Federal District Commission (1927-1958). 


CHAIRMAN Jean Pigott 
CHIEF EXECUTIVE OFFICER Graeme Kirby 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 
(restated) 
At the end of the period 
OPAIEASSOUS tates tess < x's Sled pee Sod 2 Oe mete es ae baeeae reas 324.4 319.7 298.3 306.5 
Obligations tothe private sector ..<.1J Ree... See ts oan nil nil nil nil 
ObligationsitotCanaday 5 .i... Ob ie oleate ote nee nil nil nil nil 
Boutty of Ganadapsia wc. 5). oakomun Onecare eee toe ae 282.8 285.8 269.4 284.4 
Cash from Canada in the period 
cece 116 eg al 1 SDR A ye a Pe 9153 103.0 aby AN he 73.4* 
P= NON -DUd pe larva at os: nex wea ee Ler ae ee nil nil nil (26.3) 


* Net of sales proceeds and surplus (in 1986-87, $3.5 million; in 1985-86, $7.6 million) which were paid to Canada. 
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NATIONAL CAPITAL COMMISSION 


MANAGEMENT RESPONSIBILITY FOR FINANCIAL 
REPORTING 


The accompanying financial statements of the National Capital 
Commission are the responsibility of management and have been 
approved by the members of the Commission. The financial state- 
ments have been prepared by management in accordance with 
generally accepted accounting principles. Management is also re- 
sponsible for all other information in the annual report and for 
ensuring that this information is consistent, where appropriate, with 
the information and data contained in the financial statements. 


Management has developed and maintains books of account, 
records, financial and management controls and information sys- 
tems. These are designed to provide reasonable assurance that the 
assets are safeguarded and controlled and that transactions are in 
accordance with Part X of the Financial Administration Act and 
regulations as well as the National Capital Act and by-laws of the 
Commission. Internal audits are conducted to assess these systems 
and practices. 


The members of the Commission carry out their responsibilities 
for the financial statements principally through an Audit Committee 
which consists of members of the Commission only. The Audit 
Committee meets periodically with management as well as with the 
internal and external auditors to discuss the results of audit exam- 
inations with respect to the adequacy of internal accounting 
controls and to review and discuss financial reporting matters. The 
external and internal auditors have full access to the Audit Commit- 
tee, with and without management being present. 


The Commission’s external auditor, the Auditor General of Cana- 
da, has examined the financial statements. He submits his report to 
the Minister of Public Works who is responsible for the National 
Capital Commission. 


Jean E. Pigott 

Chairman 

R. Curry Wood 
Vice-President, Controller 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 


ASSETS 1989 1988 
Current 
Cash and short-term deposits ............... 10,796 1,570 
Accounts receivable 
Duewromi@anada tery. arias. eee aa ie os 16,421 
Federal government departments 
andragencies Ban .. qlemaar nh. eie taverns “eee 597 577 
Denantsiandiothersy.-eris . deserae ere eee 1,238 1,444 
Operating supplies, small tools and nursery 
StOCK ieee seein Aa eC OTS Oe PISS omens 828 817 
PrepaldicxpenscSacniter nim ie niet tae ZO 2,102 
15,976 22,931 
Land, buildings and equipment (Note 3) ........ 308,463 296,799 
324,439 319,730 


Approved by the Commission: 


JEAN E. PIGOTT 
Chairman 


IAN A. NUTE 
Commissioner 
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AUDITOR’S REPORT 
TO THE MINISTER OF PUBLIC WORKS 


I have examined the balance sheet of the National Capital Com- 
mission as at March 31, 1989 and the statements of operations, 
equity and changes in cash resources for the year then ended. My 
examination was made in accordance with generally accepted au- 
diting standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Commission as at March 31, 1989 and the 
results of its operations and the changes in its cash resources for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Commission that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
National Capital Act, and by-laws of the Commission. 


Kenneth M. Dye, F.C.A. 


Oana Cums Auditor General of Canada 


June 16, 1989 


LIABILITIES 1989 1988 
Current 
Accounts payable and accrued liabilities .... . 25,666 22,899 
Holdbacks and deposits from contractors 
ANG!OUNErS warcese creas csvset emereter trees : 2,216 2,208 
27,882 25,107 
Long-term 
Accrued employee termination benefits ..... : 5,434 5,630 
Unsettled expropriations of property ........ : 865 842 
Contributions to other levels of 
POVEMMENE Epes catered cetric vic einen ies ; 7,476 2,328 
13775 8,800 
EQUITY 
Equityof Ganadamenicecs rive em eblog snes ; 282,782 285,823 
324,439 319,730 
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NATIONAL CAPITAL COMMISSION—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Expenses (Note 4) 
Planning and development ................. 21,161 18,794 
Reallassetsmanagements-s tere tei a 57,359 51,741 
Publiclactivitles sat ectiset tierce yeah ates 16,501 16,010 
Administration! iin) oes sto earners aha beee 18,242 15,812 
113,263 102,357 
Revenues 
JANA Aw odo s Gch oa OaO OC Heer Taee eT ine 10,006 10,628 
INCI ooued savas Mubeohoomemopomeuséen Ia 795 
Net gain on disposal of land, buildings 
ANGICQUIDMENbE meaeeee otetetr se rverarners 5,502 1,726 
Otherterowr sete eae e nett ce ee eerees 2 pipes) 2,585 
18,910 15,734 
Neticost of operations: rrr. att 1). oetreeete 94,353 86,623 
Parliamentary appropriations ................. 91,312 103,008 
Less: appropriations used to acquire land, 
butidingsandiequipmentseer rier t terete re 29,802 24,656 
61,510 78,352 
Excess of net cost of operations over 
parliamentary appropriations ............... 32,843 8,271 
STATEMENT OF EQUITY 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 
1989 1988 
Balance atibepinnin gon yearceseeiei rian: 285,823 269,438 
Excess of net cost of operations over 
parliamentary appropriations ............... (32,843) (8,271) 
Appropriations to acquire land, buildings 
ANd EQUIP MEN Geer cereal tetera terete eaters 29,802 24,656 
Balance;at end:of yeat wine earlier 282,782 285,823 
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STATEMENT OF CHANGES IN CASH RESOURCES 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Operating activities 

Excess of net cost of operations over 

parliamentary appropriations ............ : (32,843) (8,271) 
Items not involving cash 

Depreciation’ 22220 S201) 22 2 sees ‘ 12,361 9,718 

Net gain on disposal of land, buildings 

and equipmenty2..23-tocty yt err aks B (5,502) (1,726) 

Proceeds on disposal of land, buildings 

andiequipment, saeranetat crete erat 3 11,279 2,554 
Net change in non-cash working capital 

balances related to operations ........... ‘ 18,956 (14,162) 
Net change in long-term liabilities ......... ‘ 4,975 2,373 


Cash provided by (used in) 

operating actiVitiess nei rae reac: : 9,226 (9,514) 
Investing and financing activities 

Acquisition of land, buildings and 


EQUIPMENT Peeves crete eer cc eee ner manatee as : (29,802) (24,656) 
Parliamentary appropriations to acquire land, 
buildings and equipment ............... : 29,802 24,656 
Increase: (decrease) hin cash rae aac ; 9,226 (9,514) 
Cash and short-term deposits 
Beginningiof yearespentr rte tierra ; 1,570 11,084 
End; of years, sers,scurcigeys eeeeew ates ts : 10,796 1,570 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and objectives 


The National Capital Commission was established in 1958 by 
the National Capital Act. The Commission is an agent Crown 
corporation without share capital named in Part I of Schedule 
III to the Financial Administration Act. The objects and pur- 
poses of the Commission as stated in the Act are to: 


(a) 


(b) 


prepare plans for and assist in the development, conserva- 
tion and improvement of the National Capital Region in 
order that the nature and character of the seat of the 
Government of Canada may be in accordance with its 
national significance; and 


organize, sponsor or promote such public activities and 
events in the National Capital Region as will enrich the 
cultural and social fabric of Canada, taking into account 
the federal character of Canada, the equality of status of 
official languages of Canada and the heritage of the people 
of Canada. 


The Commission is also responsible for the management and 
maintenance of the Official Residences located in the National 
Capital Region. 


2. Significant accounting policies 


(a) 


Land, buildings and equipment 


Land, buildings and equipment are generally recorded at 
historical cost. Property acquired at nominal cost or by 
donation is recorded at market value at time of acquisition 
except for properties of historical significance whose mar- 
ket value cannot be reasonably determined. These are 
recorded at nominal value. Property acquired by exchange 
is recorded at the carrying value of the assets disposed of 
in the transaction. 
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NATIONAL CAPITAL COMMISSION—Continued 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Continued 


(b) Depreciation 


(c) 


(d) 


(e) 


(f) 


Depreciation of assets is charged to operations in equal 
annual amounts based on the cost of the assets, their esti- 
mated useful life and their final salvage value. Useful life 
of assets is estimated as follows: 


Buildings 20 years 
Parkways, roadways and bridges 25 years 
Park landscaping and improvement 25 years 
Machinery and equipment 7 to 15 years 
Office furniture and equipment 5 years 
Vehicles 4 to7 years 
Antiques and works of art 10 years 


Operating supplies, small tools and nursery stock 


Operating supplies and small tools are carried at cost. Nurs- 
ery stock is valued at estimated replacement cost less an 
allowance for overhead, balling and packaging expenses. 


Pension plan 


The Commission’s employees participate in the Public Ser- 
vice Superannuation Plan, which is administered by the 
Government of Canada. Contributions to the Plan are made 
by both the employees and the Commission on an equal 
basis. These contributions represent the total pension obli- 
gations of the Commission and are recognized in the 
accounts on a current basis. 


Employee termination benefits 


Severance pay generally accrues to employees over their 
service period, and is payable on their separation or retire- 
ment. The liability for these benefits is recorded in the 
accounts as the benefits accrue to the employees. 


Parliamentary appropriations 


Parliamentary appropriations for operating expenditures, 
for contributions to other levels of government and other 
authorities and for grants are used to offset the net cost of 
operations. Parliamentary appropriations used to acquire 
land, buildings and equipment are credited to equity. 


213) 
3. Land, buildings and equipment 
1989 1988 
Historical Accumulated Net book Net book 
cost depreciation value value 
(in thousands of dollars) 
Land and buildings 
Green- 
belt seetacreer a tires : 55,848 16,779 39,069 39,403 
Parkwaysjan sacs actne : 101,544 37,493 64,051 51,515 
Parks\s isn. dois <a Sore 49,534 16,624 32,910 32,553 
Bridges and 
approaches ......... : 27,782 14,083 13,699 14,001 
Historical sites ........ : 22,095 9,703 12,392 8,588 
Recreational 
facilities. ee : 16,330 7,134 9,196 8,953 
Rental 
Properties# tse see : 135,328 13,297 122,031 127,251 
Unsettled expro- 
priaions’ sess acter 3 5 1,036 1,036 1,230 
Administrative 
and service 
buildinesmee ert ; 13,199 6,819 6,380 6,654 
422,696 121,932 300,764 290,148 
Less: provision 
for trans- 
fE1S* oer obeten ais : 1,838 1,838 1,838 
420,858 121,932 298,926 288,310 
Equipment 
Machinery and 
Equipmenten nicer : 4,949 2,405 2,544 2,692 
Office furni- 
ture and equipment... . 11,173 6,957 4,216 3,101 
Vehicles srgerec rece cee ; 4,063 1,688 2,375 2,246 
Antiques and 
WODKS Offa Gaerne ian F 868 466 402 450 
21,053 11,516 9,537 8,489 
441,911 133,448 308,463 296,799 


*Provision for transfers pertains to property to be transferred in accordance 
with agreements with the Province of Quebec. This includes lands to be 
given free of charge for approaches to the MacDonald-Cartier Bridge, and 
for the transfer for $1 of lands to be used as a right-of-way for Highway 550. 


4. Summary of expenses by major classification 


1989 1988 
(in thousands of dollars) 
Payrolltandirelated costsn ace eee : 43,121 38,677 
Goods‘andiservicesi.=s--ce eee ee : 30,614 29,032 
Grantssimlievionitaxes nee eee ene : 12,254 11,380 
Othercontibitionseas eee eee ; 14,913 13,550 
Depreciation 9 ton cx waste, toc cbs seoegrn toa has F 12,361 9,718 
113,263 102,357 
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NATIONAL CAPITAL COMMISSION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


5. Major commitments 


(a) 


(b) 


(c) 


(d) 


(e) 


The Commission is committed to contribute to the Prov- 
ince of Quebec, one-half of the cost of a road network 
within the Quebec portion of the National Capital Region. 
The Commission’s remaining commitment to be paid over 
future years is estimated at $80 million but is only payable 
if funding is approved by the Treasury Board of Canada. 
The Treasury Board has directed that expenditures for the 
Quebec road network be limited to $131.7 million pending 
Cabinet consideration of the program. As of March 31, 
1989, payments have totalled $127.2 million. Unpaid bill- 
ings from the Province of Quebec amounted to $16.5 
million and are recorded in the accounts of the Com- 
mission. 


The Province of Quebec has expropriated certain lands in 
the City of Hull on behalf of the Commission. An amount 
of $1.25 million will be payable in exchange for appropri- 
ate title documents. 


The Commission has received Governor in Council auth- 
ority to lease 121.4 ha (300 acres) of its property to a third 
party for 99 years. Rent will be paid in one payment at the 
beginning of the lease and will be equivalent to the market 
value of the property based on development guidelines 
imposed by the Commission. The authority restricts the 
use of the revenue from this transaction to acquisition of 
environmentally sensitive lands. Closing of the lease 
transaction is dependent upon completing negotiations. 


The Commission has entered into agreements for comput- 
ing services and leases of equipment and office space. 
Minimum annual payments under these agreements are 
approximately as follows: 
(in 
thousands 
of 


dollars) 


3,526 
2,930 
793 
453 


7,702 


The Commission has entered into contracts for construc- 
tion works estimated to cost approximately $5.6 million. 
Payments under these contracts are expected to be made in 
1989-90. 


6. Contingencies 


(a) 


Claims 


Claims and potential claims have been made against the 
Commission totalling approximately $35 million for al- 
leged damages and other matters. The final outcome of 
these claims is not determinable and accordingly these 
items are not recorded in the accounts. However, in the 
opinion of management, the position of the Commission is 
defensible. Settlements, if any, resulting from the resolu- 
tion of these claims will be accounted for in the year in 
which the settlements occur. 
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(b) Agreement with the Province of Ontario 


In 1961, the Commission entered into an agreement where- 
by the Province of Ontario established and maintains 2,761 
hectares (6,820 acres) of forest. When the agreement ex- 
pires in 2011, or is terminated, the Commission will 
reimburse the Province for the excess of expenses over 
revenues, or the Province will pay the Commission the 
excess of revenues over expenses. At March 31, 1988, 
cumulative expenses exceeded cumulative revenues by 
$1.1 million, and are not reflected in the accounts of the 
Commission. 


7. Related party transactions 


(a) Transfer of Land 


(b 


) 


(c) 


(d 


—S 


In June 1988, the Commission, with the approval of the 
Governor in Council transferred the land on which the 
National Gallery of Canada was constructed to the Depart- 
ment of Public Works for no consideration. This land was 
recorded at a nominal carrying value in the records of the 
Commission. 


Transfer of other properties 


(1) The Commission has permitted the Canada Museums 
Construction Corporation Inc. to undertake the con- 
struction of the Canadian Museum of Civilization on 
Commission lands. Although the Commission is not re- 
sponsible for funding and managing this project, or 
reporting its costs, it may have title to the construction 
works. However, in keeping with the intent of this pro- 
ject, the Commission is not claiming ownership of the 
work in progress or the completed building. According- 
ly, the value of the construction costs is not included in 
the records of the Commission or in its financial state- 
ments, nor is any liability for municipal grants in lieu of 
taxes relating to the land and building. 


(2) The Commission is in the process of transferring the 
lands in question to Public Works Canada in exchange 
for other properties. The estimated carrying value of 
these lands is $11.7 million. The financial statements of 
the Commission as at March 31, 1989 do not include this 
pending transaction because the authority to effect this 
transaction has not yet been obtained. 


Agent for property sales 


Public Works Canada acts as an agent for the Commission 
with respect to the sale of properties which are surplus to 
the Commission’s needs. Fees charged are based on stand- 
ard rates set by Public Works Canada. 


Service agreement 


The Commission has entered into an agreement with Public 
Works Canada whereby the latter will, with respect to the 
Official Residences, provide certain property services at 
rates established with the Commission and approved by the 
Treasury Board of Canada. 


PUBLIC ACCOUNTS, 1988-89 275 


SUMMARY PAGE 
PACIFIC PILOTAGE AUTHORITY 


MANDATE 


To establish, operate, maintain and administer, in the interests of safety, an efficient pilotage service within designated 
waters in and around British Columbia. 


BACKGROUND 


Established in 1972, the Authority provides pilotage services and has the power to make regulations, subject to the 
approval of the Governor in Council, which establish compulsory pilotage areas; prescribe the ships/classes of ships that 
are subject to compulsory pilotage, the circumstances under which compulsory pilotage may be waived and pilotage 
tariffs; and which cover the licensing of pilots and issuance of pilotage certificates. Tariffs must be fair and reasonable 
and sufficient to permit the Authority to operate on a self-sustaining financial basis. 


CORPORATION DATA 


HEAD OFFICE 300-1199 West Hastings Street 
Vancouver, British Columbia 
V6E 4G9 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1972; pursuant to the Pilotage Act (R.S.C. 1985, c. P-14). 
INCORPORATION 
CHAIRMAN AND CHIEF Robert J. Smith 


” EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


_ FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


| 1988 1987 1986 1985 
_ At the end of the year 
MELOLAL ASSES ta tee eto ae <a ee etomea eet katte sore 4.5 4.5 4.4 5.0 
Obligations {0 the: private Sector, aorta ete tee nil nil nil nil 
Obizationsto Canadas ware wea tiie etter ie et diate she chores nil negl. negl. 0.1 
MEE CIUIT Y Ol ANndAGA Yee cries ict eee 2.8 2:6 2.0 2.8 
' Cash from Canada for the year 
DUM OCLALY xtc, etic ses ail orale te bt Ree ere ee dee aa ore nil nil nil nil 


B= NON DUG DCLATY bair., c ees nieo es stag ateicl ccm eae Ren arene a ee nil nil nil nil 
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PACIFIC PILOTAGE AUTHORITY 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of Pacific Pilotage Authority 
as at December 31, 1988 and the statements of operations, retained 
earnings and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Authority as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Pilotage 
Act and regulations and the by-laws of the Authority. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


February 6, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Current Current 
Cash and short-term deposit ............... : 1,150 1,102 Accounts payable and accrued liabilities ...... 1,287 1,541 
AACCOUntS TeCelVablemerry er reer a teats at j PERO 2,536 
Prepaidiexpensesmemereetie eee tierra : 54 33 Long-term 
3.735 3.671 Accrued employee termination benefits ....... 410 338 
1,697 1,879 
Property and equipment (Note 3) ............. ‘ 717 827 
EQUITY OF CANADA 
Contributedicapital 27. -tsereiasee oe eo eae 806 806 
Retainedtearnings! raracteritey. tater rs te etecseten leis ore 1,949 1,813 
Pet ays) 2,619 
4,452 4,498 4,452 4,498 
Approved by the Authority: 
R. SMITH 
Chairman 
J.A. HORNE 


Member 
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PACIFIC PILOTAGE AUTHORIT Y—Continued 
STATEMENT OF OPERATIONS STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
Revenues Operating activities 
Pilotagexcharges) ypacicrat:svajetsrs oheve s mrcicie etches ; 27,092 26,161 Netincomefortheiyearae.icesrteeeris cil 136 10 
Interestiandofhemincome jee eaneor ater ret : 141 120 Items not affecting cash 
97.233 26.281 Depreciation 9) ORR 00-01 DA? Cecpeart.c) 6 Rigo Clonee Seer 0 224 133 
: : (Gain) loss on sale of property and 
Expenses toe EQUuIPMENt page ae wigs seep esate = wearer (7) 10 
Contract pilots fees PA SE OO RU CREO NS , 18,828 18,629 Employee termination benefits ............. 72 (89) 
Operating costs of pilotboats fn.6 ane certs ‘ 2,740 2,626 Change in operating components of working 
Transportation and travel Be ane rROALe 4 ‘ 2,633 2,368 CapitAlab Aa: 6 cccee ots dean Sue Meek rete (270) (91) 
SlaticsalaniesranGiDenenltS wocrersiers-srefey erecta : 1,220 1,070 , , ; 
Pilots sSalariestand benefitsies...jec0 as ae : 775 716 Cash provided from (required for) operating 
Depreciation(Note3) eserest. s-ylostas< assed. ee : 224 133 CRUNE ES ie ea eae BS OPI CETS SSB Ge 155 (27) 
Professional and special services ........... : 170 167 Investing activitics : 
RAS ere ees ss cage terete d 164 158 Additions to property and equipment ......... (123) (139) 
anectnanercioend Proceeds from disposal of equipment ......... 16 9 
Gibplies BINS Ale EE Ria Le a ae : 122 135 Financing activities 
Computer software costs ...............05. ; 104 138 Decrease in long-term obligations under 
GCOmMUNICATONS Hs, ..,css esac nisione cc evaustes xslt = : 91 99 capital lease .......... +000... esse eee ees (30) 
Repairs and maintenance .................. : 19 17 Increasei(decrease) micashimmn cence eee ore 48 (187) 
Others}. xcitarddee eepel sagsoncenh ae ; 7 15 Cash and short-term deposits at beginning of 
DF; 097 26.271 the A Act:) Ge ee ee 1,102 1,289 
Netincomestorthesy eal meet Pree ere : 136 10 Cash and short-term deposits at end of the 
- VEONRIN Sherr ee eset en es 1,150 1,102 
STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 
1988 1987 
Appropriated 
Balance at beginning and end of the year ..... 500 500 
Unappropriated 
Balance at beginning of the year............ i 1,313 1,303 
INetancome for thesy Cat ntti fe einlccetalsyareere ‘ 136 10 
Balancemvendionitheycarmree mcr le . 1,449 1,313 
1,949 1,813 
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PACIFIC PILOTAGE AUTHORIT Y—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


it: 


Authority and objectives 


The Pacific Pilotage Authority was established on February 
1, 1972 pursuant to the Pilotage Act. The objectives of the 
Authority are to establish, operate, maintain and administer 
a safe and efficient pilotage service within designated Cana- 
dian waters. The Act further provides that the tariffs of 
pilotage charges shall be fair and reasonable and consistent 
with providing a revenue, together with any revenue from 
other sources, sufficient to permit the Authority to operate on 
a self-sustaining financial basis. 

Pilotage services on the Fraser River are provided by em- 
ployee pilots and in other coastal waters under a contract with 
a local licensed pilots’ company. 

The Authority is a Crown corporation named in Part I of 
Schedule III (formerly Schedule C) to the Financial Admin- 
istration Act and is not subject to any income taxes. 


Significant accounting policies 


Capital leases 


Under the terms of certain lease agreements the Authority 
assumes the rights and obligations of ownership. These 
leases are treated as capital leases. An asset and an obligation 
are recorded at an amount equal to the market value of the 
asset at the beginning of the lease. The obligation is reduced 
each year by the principal portion of the lease payments and 
the interest portion is charged to expense. 


Depreciation 


Depreciation of property and equipment is calculated on a 
straight-line basis and is based on the estimated useful lives 
of the assets as follows: 


Buildings 20 years 
Pilot boats 20 years 
Equipment—Communication and other 10 years 

—Computer 5 years 
Leasehold improvements 15 years 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of 
employment. The liability for these payments is recorded in 
the accounts as the benefits accrue to the employees. 


Contributed capital 


Amounts representing the values assigned to property and 
equipment transferred from Canada in 1972 and the cost of 
any property and equipment financed from parliamentary 
appropriations are shown as contributed capital. 


Retained earnings 


Amounts are appropriated from time to time by the Auth- 
ority to provide for extraordinary costs arising from renewal 
or acquisition of fixed assets and for contingencies. 


Pension plan 


All employees are covered by the Public Service Superan- 
nuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee 
and the Authority. These contributions represent the total 
liability of the Authority and are recognized in the accounts 
on a current basis. 


PUBLIC ACCOUNTS, 1988-89 


Property and equipment 


1988 1987 
(in thousands 
of dollars) 
Buildinesmoeece <2 one cee took lu ares 40 40 
PilOtib@ats osiees. co cateies os careoret snes lae 1,201 1,142 
Equipment—Communication 
andother#aneee oan ees 627 632 
=—Computeri se incense ree 292 275 
Leasehold improvements ..............- 58 34 
2,218 228 
Accumulated depreciation .............. 1,501 1,296 
717 827 


A change in the estimated service life of computer equip- 
ment from 10 years to 5 years has resulted in an additional 
charge of $96,271 to depreciation expense in the current year. 


Commitments 


The Authority has a long-term lease obligation for office 
accommodation aggregating $848,320 for the period to De- 
cember 31, 1999 at a base annual rent of $77,120. The 
obligation also calls for pro-rata share of operating costs 
estimated at $45,000 for 1989. 

The Authority has an operating lease agreement for the 
services of a manned pilot boat with a guaranteed annual 
rental of $58,000 until December 31, 1990, plus operating 
expenses. Until that date, the Authority holds an option to 
purchase the boat at a price to be determined if the option is 
exercised. 
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SUMMARY PAGE 
PETRO-CANADA 


MANDATE 


To explore for, research, develop, produce and distribute hydrocarbons and other types of fuel and energy, and to engage 
or invest in ventures related thereto. 


BACKGROUND 


Petro-Canada’s growth was principally from its acquisition, in succession, of Atlantic Richfield, Pacific Petroleums, 
Petrofina, BP Canada and Gulf Canada rights and other assets but, as well, major new investments have been made by 
the corporation in conventional crude oil and gas exploration in Western Canada and in frontier drilling. It owns a 
significant share in the promising Hibernia and Terra Nova offshore fields and in the Syncrude tar-sands and Wolf Lake 
in situ oil sands projects. No federal funds have been invested in Petro-Canada since 1984. 


CORPORATION DATA 


HEAD OFFICE 150-6th Avenue, S.W. 
Calgary, Alberta 
P23 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Jake Epp, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 
YEAR AND MEANS OF 1975; by the Petro-Canada Act (R.S.C. 1985, c. P-11). 
INCORPORATION 
CHAIRMAN AND CHIEF Wilbert H. Hopper 


EXECUTIVE OFFICER 


AUDITOR Arthur Andersen & Co. 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the year 

Ota A SSCL Sn cates cia cis acini odie csi x eee en ee ee tase eos 8,611 8,453 8,139 8,846 

Oblications-tosthe private sector .7cec ncn. seat ne ee ee 2,010 1,894 1,740 2,045 

plteations. [0 Canada sida. ccvlctry «ieee Nes as LER os ae nil nil nil nil 

equity Of Canada cc ois. ccinca+dessseced OOM bere homers «625 3,915 Sie 4 7 Ml 3,642 
Cash from Canada in the year 

em DUG TC LAC Vem ids iee inc ec ata ae care eee eee ek en ee nil nil nil (S0)* 

Peet ONES ROTARY metres aeons cass olin atatwalel ose arautait odo uain ene en ae nil nil nil nil 


* Dividend to Canada. 
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PETRO-CANADA 


MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL 
STATEMENTS 


The financial statements have been prepared by management in 
accordance with generally accepted accounting principles appropri- 
ate in the circumstances. Management is responsible for the other 
information in the Annual Report, which is consistent, where ap- 
plicable, with that contained in the financial statements. 
Management is also responsible for installing and maintaining a 
system of internal control to provide reasonable assurance that 
reliable financial information is produced. The Corporation has an 
internal audit department whose functions include reviewing the 
system of internal control to ensure that it is adequate and function- 
ing properly. 

The Board of Directors is responsible for ensuring that manage- 
ment fulfills its responsibilities for financial reporting and internal 
control. The Board exercises its responsibilities through the Audit 
Committee of the Board, a majority of which is composed of direc- 
tors who are not employees of the Corporation. The committee 
meets with management, the internal auditors and the external 
auditors to satisfy itself that responsibilities are properly dis- 
charged and to review the financial statements. 


The external auditors conduct an independent examination, in 
accordance with generally accepted auditing standards, and express 
their opinion on the financial statements. Their examination in- 
cludes a review and evaluation of the Corporation’s system of 
internal control and appropriate tests and procedures to provide 
reasonable assurance that the financial statements are presented 
fairly. The external auditors have full and free access to the Audit 
Committee of the Board. 


CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1988 
(in millions of dollars) 
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AUDITORS’ REPORT * 


TO THE HONOURABLE JAKE EPP, P.C., M.P. 
MINISTER, ENERGY, MINES AND RESOURCES CANADA 
HOUSE OF COMMONS 


We have examined the consolidated balance sheet of Petro-Cana- 
da (incorporated by Special Act of the Parliament of Canada) as at 
December 31, 1988 and the related consolidated statements of 
earnings, retained earnings and changes in financial position for the 
year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at December 31, 
1988 and the results of its operations and changes in its financial 
position for the year then ended in accordance with generally ac- 
cepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Further, we have examined the transactions of the Corporation 
and its consolidated wholly-owned subsidiaries that came to our 
notice in the course of the above mentioned examination, to deter- 
mine whether they were in accordance with Part X of the Financial 
Administration Act, the regulations, the charter and by-laws of the 
Corporation and its consolidated wholly-owned subsidiaries and 
any directives given to the Corporation pursuant to the Act. Our 
examination of these transactions was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. In our opinion, these transactions were, in all signi- 
ficant respects, in compliance with the authorities specified. 


Arthur Andersen & Co. 


Chartered Accountant 
Calgary, Canada : 


February 20, 1989 


ASSETS 1988 1987 LIABILITIES AND SHAREHOLDER’S EQUITY 1988 1987 
Current assets Current liabilities 
Cash and short-term deposits ............... 84 10 Short-termmotes payable) 4.1545). 1re terete : 968 Sis) 
PNCCOUNES FECCIVADIO me ererins tecaraters eucryarnteini lene 734 892 Accounts payable and accrued liabilities .... . 765 864 
Inventories (NOtG2) = obteaies + cise arrears 560 721 Current portion of long-term 
Incomestaxesirecoverable a5. ade aspen 36 4 eb tees Aes aertimis nie chi ovate nsatc ey semen 2 6 6 
PrepardiexpenSes. niocnisic.cers ps aisusiers siege ares 41 53 1.739 1.183 
1,455 1,680 Bong-termidebti(Note.6) croc eritere re terter= = 1,036 744 
Deferredicredits: (Note {7))\ eccrine tenets toe ae 213 190 
Investments: (Notess )mtireios ae isto cacrenire : 539 509 Deferred income taxes ....-..-.. 0. sistas eee 1,708 1,633 
Property, plant and equipment, net (Note 4) ..... 6,534 6,197 Redeemable preferred shares (Note 8) .......... 831 
Deferred charges (Note 5) .............--000- P 83 67 Shareholder’s equity (Note 9) ................- SHS 3,872 
8,611 8,453 Sollee 8,453 
Approved on behalf of the Board: 
W.H. HOPPER 
Director 


JOCELYNE PELCHAT 
Director 
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PETRO-CANADA—Continued 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in millions of dollars) 


1988 1987 
Revenue 
Operating eta ten. tet ace ee aes cee Merete 4,669 4,982 
Investment and other income ............... 132 97 
4,801 5,079 
Expenses 
Crude oil and product purchases ............. 1,939 2,214 
Marketing, general and 
EXUTNIUSTCTINR BRS Goraie one coer oe ue 891 819 
Producinssandiretining iecaen eer ee ee Uy 727 
Depreciation, depletion and amortization ..... 428 412 
Federalisalesiand otheritaxesi... .- ss 2 oes 383 394 
Intérestronilong-termidebtiermraa 46 alee 71 59 
Otheninteres tryin Scrat etter 60 14 
4,549 4,639 
Earnings before undernoted items ............ : 252 440 
Provision for income taxes (Note 10) 
Deferred serv oncrsresats ctotavermteile se secre 6.» See 74 164 
Gurrentig vac. smeeret w systttecne eines arene sed ile ates 52 63 
126 227 
Earnings before extraordinary item and 
dividends on redeemable preferred shares ..... 126 213 
Extraordinaryatemml(Note sil) saemi.cce. a. cies. 2 , 22, 
Net earnings before dividends on redeemable 
profetredisharesipgns ckcks starlets lee eee ke 104 213 
Dividends on redeemable preferred shares 
KIN Gte:S) Baar ierarunene aa can once mee Ree erate 10 41 
Net earnings after dividends on redeemable 
preferred (sharesinn citar amra rs settee es 94 172 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1988 
(in millions of dollars) 


1988 1987 

Retained earnings (deficit) at beginning 

OLVCaltnrarsantere cesiowe eh touainers Learners (289) (450) 
Net earnings before dividends on redeemable 

preferredisharesify.) sti. aa cee eine sce ae tate 104 213 
Dividends on redeemable preferred 

shares aa.% cet. BA... £2. Socket. eee! (10) (41) 
Exchange adjustment on redemption of 

redeemable preferredisharesteeneaceeinrier (51) (11) 
Retained earnings (deficit) at end 

OLY CaTd ARS ee ee Sie che as ats eae (246) (289) 
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CONSOLIDATED STATEMENT OF CHANGES 
IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in millions of dollars) 
1988 1987 
Internally generated cash 
Working capital provided from operations 
(NOE 12) Lae. VRIES ee allots Sistas j 624 784 
Proceeds from sale of property, plant and 
equipments Sirk ey. Cas Sie ge ae F 22 46 
Advances on future natural gas deliveries.... . (23) (11) 
Internally generated cash from operations ... . 623 819 
Decrease (increase) in operating working 
capitali(NotedlS)\a.8e. sec. mee : 203 (244) 
826 575 
Investment activities 
Expenditures on property, plant and equipment . 799 483 
IncreaselInuinVestincnts net yas rer aaa : 52 142 
Increase in deferred charges, net ........... : 18 1 
869 626 
Financing activities and dividends 
Increase in short-term notes payable, 
THEE S SMTA RD EAM ee Mets Mea ete Sleds : 655 313 
Proceeds from issue of long-term 
debi. cm titae ate RS. fac ak Se). f 361 
Redemption of redeemable preferred shares .. . (883) (102) 
Dividends on redeemable preferred shares ... . (10) (41) 
Reduction of long-term debt .............. : (6) (21) 
117 149 
IncreasesinicaShyas- saris crite coke cree 74 98 
Cash and short-term deposits (deficiency) 
atbesinningfolsyear Bacteria atta 3 10 (88) 
Cash and short-term deposits at end 
OR YEaT ey sobs kocysie or crunereceinie crate aye : 84 10 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988 
(in millions of dollars) 


1. Summary of significant accounting policies 


(a) 


(b) 


(c) 


Basis of consolidation 


The consolidated financial statements include the accounts 
of Petro-Canada, an agent of Her Majesty in right of Cana- 
da, and of all subsidiary companies ("the Corporation") 
except Canertech Inc., which is excluded for the reason 
described in Note 3. 

The excess of the consideration paid for the shares of 
subsidiaries over the underlying net book values at the 
dates of acquisition is attributed to the related assets ac- 
quired and is amortized over the life of these assets. 


Inventories 


Inventories are stated at the lower of cost and net realizable 
value. Cost of crude oil, refined products and merchandise 
is determined on a "first-in , first-out" basis. 


Investments 


The Corporation accounts for investments in companies 
over which it has significant influence on the equity 
method. Other long-term investments are accounted for on 
the cost method. 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


(d) Property, plant and equipment 


The Corporation accounts for its investment in oil and gas 
properties on the full cost method whereby all costs relating 
to the exploration for and development of oil and gas reser- 
ves are capitalized. Such costs include those related to lease 
acquisitions, geological and geophysical activities, lease 
rentals on non-producing properties, drilling both produc- 
tive and non-productive wells and overhead related to 
exploration and development. Separate cost centres have 
been established for each country in which the Corporation 
has an interest in oil and gas properties. The Corporation 
applies a "ceiling test" to each of its producing oil and gas 
cost centres to ensure that such costs do not exceed the total 
of the estimated future net revenues from production of 
proven reserves, the unimpaired costs of certain projects in 
Canadian frontier areas and the unimpaired costs of un- 
evaluated properties. The estimate of future net revenues is 
based upon prices and operating costs in effect at the bal- 
ance sheet date. In addition a consolidated ceiling test 
provides for future administrative overhead, financing 
costs and income taxes. 

Costs are accumulated separately for the Syncrude Project, 
producing in situ and other oil sands leases. Overburden 
removal costs relating to oil sands which will be mined in 
future years are deferred and are charged to earnings when 
the related oil sands are mined. 


Substantially all of the Corporation’s exploration and pro- 
duction activities are conducted jointly with others. Only 
the Corporation’s proportionate interest in such activities 
is reflected in the financial statements. 

The interest cost of debt attributable to the construction of 
major new facilities is capitalized during the construction 
period. 


(e) Depreciation, depletion and amortization 


Costs incurred in producing oil and gas cost centres, other 
than unimpaired costs of certain projects in Canadian fron- 
tier areas and of unevaluated properties, and costs incurred 
on the Syncrude Project and producing in situ oil sands 
leases are depreciated or depleted separately on the unit of 
production method based on estimated proven recoverable 
oil and gas reserves before royalties. For purposes of cal- 
culating depreciation and depletion, natural gas production 
and reserves are converted to equivalent units of crude oil 
based on the relative energy content of each commodity. 
Costs incurred in non-producing oil and gas cost centres 
and other oil sands leases are subject to review for impair- 
ment. Any impairment is charged to earnings. When 
exploration proves to be successful, and economic viability 
has been established, the unimpaired balance is depleted on 
the unit of production method when production commen- 
ces. 

Depreciation of other plant and equipment is provided on 
either the unit of production method or the straight line 
method as appropriate. Straight line depreciation rates are 
based on the estimated service lives of the related assets. 


(f) Income taxes 


The Corporation makes full provision for income taxes 
deferred as the result of claiming depreciation, exploration, 
development and other costs for income tax purposes which 
differ from the related amounts charged to earnings. 


(g) Translation of foreign currency 


Current assets, except inventories and prepaid expenses, 
current liabilities and long-term debt are translated at rates 
of exchange in effect at the balance sheet date. Long-term 
assets, inventories, prepaid expenses, deferred income 
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taxes, redeemable preferred shares and revenue and ex- 
pense items are translated at rates of exchange in effect at 
the respective transaction dates. Depreciation, depletion 
and amortization expense reflects rates of exchange in ef- 
fect when the related assets were acquired. 

The resulting exchange gains or losses are included in 
earnings, except for unrealized exchange gains or losses 
arising on translation of long-term debt, which are deferred 
and amortized over the remaining term of the debt, and 
realized losses on redemption of redeemable preferred 
shares, which are charged directly to retained earnings. 
Foreign operations are integrated with the Corporation’s 
other activities and are translated in the manner described 
above. 


2. Inventories 


1988 1987 
Crude oil, refined products and 
merchandisemaa. 2 testers roe aati ‘ 495 657 
MaterialsrandisupplicSiesktaniacmciine rae : 65 64 
560 721 
. Investments 
1988 1987 
At equity 
Westcoast Enero ValnCamarireenaieeitenaerets : 269 IANO) 
Petro-Canada Centre... 1... earner . 189 188 
Sedpexilicie. caer e nator verre tes : 18 38 
(Gis ad Aden cote Oa meebo : 22 20 
At cost 
Mortgages and other investments ...... ; 41 44 
539 509 


Westcoast Energy Inc. ("Westcoast") 


At December 31, 1988 the Corporation held approximately 
37% (1987—31%) of the outstanding common shares of West- 
coast with a quoted market value of $280 million (1987—$250 
million). 


Petro-Canada Centre 


The Corporation holds 50% of a joint venture which owns 
Petro-Canada Centre, an office complex in Calgary. The Cor- 
poration has entered into a long-term lease for use of a portion 
of the complex and, as at December 31, 1988, has guaranteed 
$135 million of long-term debt related to the facility. 


Sedpex Inc. 


The Corporation holds 50% of the outstanding common 
shares of Sedpex Inc., a company which owns a semi-submer- 
sible drilling vessel. 


Canertech Inc. ("Canertech") 


The accounts of Canertech, a wholly-owned subsidiary com- 
pany, have been excluded from consolidation because a formal 
plan exists to dispose of the investment in the subsidiary. In 
response to a directive by the Government of Canada, the 
Corporation incorporated Canertech in 1981 to develop alter- 
nate energy sources. At that time the Government indicated its 
intention of purchasing the Corporation’s investment at cost 
and establishing Canertech as an independent Crown corpora- 
tion. The Corporation is proceeding with the implementation of 
a Government directive to bring about the dissolution of Caner- 
tech. The Corporation’s investment in Canertech is carried in 
the accounts at its original cost of one dollar. 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


4. Property, plant and equipment 


1988 1987 Capital Expenditures 
Accumulated 
depreciation, 
depletion 
and 
Cost amortization Net Net 1988 1987 
Natural resources 
Oil and gas 
(CAINE Ge elen, aus Geet aemniaen.a hs Diactern amit reer Ramee 5,657 2,194 3,463 3,250 44] 239 
Foreign 
= PROCUCIN E22 5.7) «is oxain: gern g Phare nak terres eatnens ounx Pact eesbaystess 67 49 18 19 3 
—NON=PrOducing yn vrsc-ou ys eae treeomoe ce cement: 133 106 27 17 23 12 
Oil sands 
Synciude; projects..ceretorermenatee eaeeeroty a etottaneeretst ts 751 153 598 577 42 44 
Producing in Situicy.\ici ote ects bey Serre athe prey Si aya? 221 aX} 200 115 91 30 
Otheroilisands wren cy.c ago OR eek Ger eceraatie rere 212 Pe 5) 5 
Natural¥gasnliQuidS¥y aspects species) ecscotesc cicrtsunsavele one-scbewmustareepe sicace 210 89 121 128 4 2 
Other ale accra csncberneiieiten son nar sais acts ccs cme Sulstrese oiakanerre 105 81 24 29 2 4 
7,356 2,905 4,451 4,135 611 336 
Retining-andimarketinsmyrer icin yn ier rere ieee 2,495 550 1,945 1,921 159 122 
Other propertysplanicang equipment cma eran eer ieerrncn 299 161 138 141 29 25 
10,150 3,616 6,534 6,197 799 483 


At December 31, 1988, $3,250 million (1987—$3,074 million) of Canada oil and gas net costs were subject to depreciation and 
depletion. 
Capital expenditures for the year include $12 million (1987—$7 million) of capitalized interest expense. 


5. Deferred charges 6. Long-term debt 
1988 el Maturity 1988 1987 
At cost In Canadian dollars 
Oil sands overburden removal 8.25% unsecured notes ........... 1993 11 11 
COSIS rameters aitictrte Mek eneraroncisaalsiee ahaeeee 39 40 In United States dollars 
Less portion related to oil 7.75% unsecured notes 
sands to be mined within one (UZSSSiSinillion)ipeeeee eee 1993 15 18 
MEIC S oS Oo COGENT OMA DIOS ADAIEIC Qa 17 16 LIBOR less 0.8% 
22 24 unsecured notes 
Deferred pension (WESS SLES ON SeoieG 5 to 6 ae 1995 149 162 
TAIT yg OE See an tes ae 27 13 9% unsecured notes 
atamortizedicost (ESS S26imni Lion) ieeeroe cee 1995 31 39 
Deferred financing costs ............... 17 14 7.25% unsecured debentures 
OUI p a keen 3 Se rye torent tie 17 16 (U'S-9200 million) 7-22: ae ae) acy 
9.50% unsecured debentures 
83 Gf (U.S. $200 million) ........... 2003 239 
8.25% unsecured debentures 
(UESSS200! million) Mee sa eeeer 2016 239 260 
9.70% unsecured debentures 
(OESSS 100imillion)igeesenee eee: 2018 119 
1,042 750 
Less current 
POTLION MS crs ocpet. eters Hhseinis erenint > 6 6 
1,036 744 


Repayment of long-term debt 


The minimum repayment of long-term debt in each of the next 
five years is as follows: 1989—$6 million, 1990—$6 million, 
1991—$7 million, 1992—$7 million, 1993—$24 million. 


7. Deferred credits 


1988 1987 
Advances on future natural gas 
deliveries pen ptecis cite sisve.qeiec tara cate : O5 118 
Translation adjustment on long-term 
oe abana eta ep pode stmoon leno Or : 88 33 
Wong-termiliabilities: cscrrrara tod tire ne : 30 39 


213 190 
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PETRO-CANADA—Continued 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


8. 


10. 


Redeemable preferred shares 


During 1988 a subsidiary redeemed 7,092,983 shares (1987— 
779,000 shares) for a consideration of U.S. $709 million 
(1987—U.S. $78 million). The 1988 redemption comprised 
virtually all the remaining outstanding shares. 


Shareholder’s equity 
Authorized capital 


(a) 71,188 common shares with a par value of one hundred 
thousand dollars each, and 


(b) Preferred shares issued to the Government of Canada pro- 
vided that the amount of such shares together with any 
loans received, and outstanding, from the Consolidated 
Revenue Fund of the Government of Canada is not in excess 
of one billion dollars. These shares have a par value of one 
dollar each, are redeemable at par at the option of the 
Corporation, carry no stated rate of dividend and are non- 


cumulative. 


Issued (to the Government of Canada) 


Number of 
shares 1988 1987 
Common'shares... «eae a : 31,883 3,188 3,188 
Preferred ‘shares << &.vcseennire- . 972,771,853 973 973 
Total capital at beginning and 
endlofivear = ieray. cece : 4,161 4,161 
Deficit at end of year......... ; (246) (289) 
3,915 3,872 


Income taxes 


The provision for income taxes of $126 million (1987—$227 
million) represents an effective rate of 50% (1987—51.6%) on 
earnings before income taxes of $252 million (1987—$440 
million). The computation of the provision, which requires 
adjustment to earnings before income taxes for non-taxable and 
non-allowable items, is as follows: 


1988 1987 
Earnings before income taxes ............. 252 440 
Add (deduct) 
Royalties and other payments to provincial 
governments: theese sores ved ceate eens 135 160 
Federal allowances 
Resourceiallowancers....se eee (107) (144) 
AaXtdepletlOnige sccteccststesasersnetecagtereetor sunt (38) (36) 
Non-deductible depreciation, depletion 
and:amortization ests soa eee oe 88 99 
Nonztaxable 2 ainsi gsccrcate oar re seienerls (14) (10) 
Equity in earnings of 
AlLINAES) eaetre cece sh kaise «ae eS (21) (25) 
Othe hierniars eee Peed aoe tig she tes Roce 4 (8) 
Earnings as adjusted before 
INCOME: TAXES prye cate cd teies = 2S Se eles 299 476 
Canadian Federal income tax at 42.4% 
(1987—46.6%) applied to earnings 
AS AG UStEG EA epee eee scree aakede etoleleee tele 127 222 
Provincial and other income 
taxes, net of federal 
abatement o.oo cs 6 cis. sectonsss wisteta eee 4 9 
Provincial income tax 
TEDALES Tle evcraccs ca catenin aren cent cepaten eters avers (5) (4) 
Provision for income taxes ...........4.- ; 126 227 


Ith 


12" 


13. 


14. 


IS: 
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Extraordinary item 


Due to uncertain dayrates and low utilization of offshore 
drilling rigs, the Corporation has written down the carrying 
value of its investment in Sedpex Inc. (Note 3). The amount of 
this charge to earnings is $22 million including related income 
taxes of $2 million. 


Working capital provided from operations 


1988 1987 
Earnings before extraordinary item and 
dividends on redeemable preferred 
sharesianeactescat oles ete ae eae ; 126 213 
Add (deduct) 
Depreciation, depletion and amortization . 428 412 
Deferred'incomeitaxes waa. saree . 74 164 
Equity earnings, net of dividends 
TecelVed- Kner se Seas ee adn : 2 (4) 
Othertesess Sac da cat nesses sh cea aan ; (6) (1) 
624 784 
Decrease (increase) in operating working capital 
1988 1987 
Accounts receivable 2s n'-15- = etd tote ites = : 158 (18) 
InVEntOries sac sarqeryve toe sete denver te : 161 (168) 
Income taxes recoverable .............-. : (32) 16 
Prepaidiexpensesimmieenit trian kt trae: : 12 (18) 
Accounts payable and accrued liabilities .. . (99) (69) 
Other se 9 scoot okemy force escent che vorel onotevet state : 3 13 
203 (244) 


Operating working capital is comprised of working capital 
other than cash and short-term deposits, short-term notes 
payable and current portion of long-term debt. 


Pension plans 


The Corporation’s plans are defined benefit plans with the 
benefits generally based upon years of service and average 
salary during the final years of employment. They are funded 
by the Corporation based upon the advice of an independent 
actuary. 


Plan status as at December 31: 


1988 1987 

Actuanialivalue Olassetsyjeniaetr eerste : 445 394 
Pension 

Obligationity.. t-ttro aah ite etree E 427 382 

Neti pensioniasset Saraacise octet eles ores ae 18 12 


The net pension asset is amortized to earnings over the ex- 
pected average remaining service life of the employees covered 
by the plans, which is currently 13 years. 

Pension funding and expense amounted to $32 million 
(1987—$32 million) and $16 million (1987—$17 million) re- 
spectively. 


Related party transactions 


Transactions with the Government of Canada and its agencies 
are in the normal course of business and are therefore on the 
same terms as those accorded to non-related parties. 


. Segmented information 


The Corporation operates in two business segments: 

Natural resources, comprising: exploration, development, 
production, transportation and marketing activities for crude 
oil, natural gas, field liquids, sulphur and oil sands; and extrac- 
tion of liquids from natural gas. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


17.3 


18. 


Refining and marketing, comprising: purchase and sale of 
crude oil; refining crude oil into oil products; and distribution 
and marketing of these and other purchased products. 

Financial information by business segment is presented in the 
following table as though each segment were a separate busi- 
ness entity. Inter-segment transfers of products, which are 
accounted for at market value, are eliminated on consolidation. 
Corporate and other includes investment income, interest ex- 
pense and unallocated general corporate revenues and 
expenditures. Corporate and other assets are principally cash 
and short-term deposits, investments in other companies and 
general corporate assets. 


Natural resources 


Refining and marketing 


Corporate and other 
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Consolidated 


1988 1987 1988 1987 1988 1987 1988 1987 
Revenue 
Sales to customers and other revenues .... 473 571 4,245 4,461 83 47 4,801 5,079 
Inter-seementsalesirsenrmnee ci terre 516 567 
SSPMANTOAINE Soocosnoogdsgoonsoosuee 989 1,138 4,245 4,461 83 47 
Earnings 
Operating earnings before depreciation, 
depletion and amortization ........... 415 623 336 327 60 (25) 811 925 
Depreciation, depletion and amortization . (280) (266) (142) (139) (6) (7) (428) (412) 
Interes terete pre cte oor als sires ese ccremeinioness (131) (73) (131) (73) 
Provision for income taxes ............. (87) (195) (92) (93) 53 61 (126) (227) 
Earnings (loss) before extraordinary item 
and dividends on redeemable preferred 
Sharesig sfc teu cs ae seeanioeewenaye oa sce 48 162 102 95 (24) (44) 126 213 
Capital expenditures 
Property, plant and equipment .......... 611 336 159 122 29 25 799 483 
INVESEMEN Steerer nce cues eucte cae eeae) syeroe SI 142 52 142 
Deferredichargesmr seein a ee (1) (4) 17 13 18 1 
610 328 162 118 97 180 869 626 
Total assets: BRK ccc od teen ae thoreemne se 4,729 4,431 3,101 3,436 781 586 8,611 8,453 
Capitaliemployedya uct renee ee 4,509 4,207 2,585 2,815 52 567 7,846 7,589 


Comparative figures 


Certain reclassifications have been made to the 1987 com- 
parative figures to conform with the current year’s 
presentation. 


Commitments and contingencies 


(a) Commitments 


The Corporation has leased property and equipment under 
various long-term operating leases for periods up to 2008. 
The minimum annual rentals for non-cancellable operating 
leases are estimated at $53 million in 1989, $52 million in 
1990, $45 million in 1991, $45 million in 1992, $39 million 
in 1993 and $19 million per year thereafter until 2008. 


(b) Contingencies 
The Corporation is involved in litigation and claims asso- 
ciated with normal operations. Management is of the 
opinion that any resulting settlements would not materially 
affect the financial position of the Corporation. 
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APPENDIX 
CANERTECH INC. 


AUDITORS’ REPORT 
TO THE SHAREHOLDER OF CANERTECH INC. 


We have examined the Balance Sheet of Canertech Inc. (a wholly- 
owned subsidiary of Petro-Canada) as at December 31, 1988 and 
the Statements of Income and Deficit and Changes in Financial 
Position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accord- 
ingly included such tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the company as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles, applied on a basis consistent with that of the 
preceding year. 


Burke, Newman & Co. 


Lien Chartered Accountants 
Winnipeg, Canada 


February 10, 1989 


BALANCE SHEET DECEMBER 31, 1988 
(in thousands of dollars) 
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ASSETS 1988 1987 
Gashianditermidepositsa.ey- ise neater 10,388 8,572 
Otherinvestments (Note)? ee ee 4,013 4,668 
Income taxes recoverable (Note 3) ............. 150 150 
14,551 13,390 


LIABILITIES AND SHAREHOLDER’S DEFICIT 1988 1987 
Accrual for dissolution costs (Notes 4 and 8)... . 348 459 
Advances from the Government of Canada 
(NoterS) fees re otic s Soslecemereiistt cittentenne : 29,550 29,550 
Shareholder’s deficit (Note 6) ..............- : (15,347) (16,619) 
14,551 13,390 


The accompanying notes are an integral part of this Balance Sheet. 


Approved on Behalf of the Board: 
F.B. GRANT 

Director 

L.A. HIPFNER 

Director 
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STATEMENT OF INCOME AND DEFICIT 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 

Provision for loss on disposition of Canertech 

Conservation Ga rece bierts s-rcrre ss so ore he oes (100) (600) 
Interest income net of divestiture and 

management.costsaeeica ee ceca cele 1,372 1,168 
Netancomestontne yearn. cn ose cee 1,272 568 
Deficit,begmning of yeat aden ie ines erie: (16,619) (17,187) 
DelicitendOh:yeatarmnerit. cece s omnes oe (15,347) (16,619) 


The accompanying notes are an integral part of this Statement. 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 


Cash provided by (used for) operating activities 
Netincometonthe yeate ere careicee 1,272 568 
Less: items not affecting cash 
—Provision for loss on disposition of 


Canertech Conservation Inc. ........... j 100 600 
—Interest implicit in debentures receivable . (490) (481) 
882 687 
Other non-cash items 
Reduction in accrual for dissolution costs .. . (111) (398) 
771 289 
Cash provided by investment activities 
Payments received on notes and debentures ... 1,045 150 
Increase in cash and term term deposits ......... 1,816 439 
Cash and term deposits, beginning of year ...... 8,572 8,133 
Cash and term deposits, end of year............ 10,388 8,572 


The accompanying notes are an integral part of this Statement. 
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Order-in-Council 


— 


On December 21, 1984, the Government of Canada issued 
Order-in-Council P.C. 1984-4187 which was subsequently re- 
placed by P.C. 1986-2311 dated October 9, 1986 whereby the 
parent corporation was authorized to bring about the dissolu- 
tion of Canertech Inc. and to replace federal Crown ownership 
of Canertech Conservation Inc., a wholly-owned subsidiary, 
with other ownership. 


. Significant accounting policy 


Consistent with the terms of the Order-in-Council, these 
financial statements have been prepared on the liquidation 
basis. Assets have been presented at their estimated net realiz- 
able values before costs of dissolution. 


. Other investments 


As a result of the disposition of the corporation’s investment 
in Canertech Conservation Inc., the corporation acquired a 
non-interest bearing debenture receivable. The balance of 
$5,750,000 is repayable in 46 monthly payments of $125,000 
from January 1, 1989 to October 1, 1992 and has been dis- 
counted for the implicit interest of approximately $1,426,000 
in 1988 and $950,000 in 1987. 

This agreement contains an adjustment clause based on the 
realizability of certain contracts having a total value of $1.3 
million. Management’s estimate of the potential loss in this 
regard is $1,100,000 as of December 31, 1988 ($1,000,000 in 
1987) and accordingly these amounts have been accrued in 
these financial statements. 

The corporation holds a minority interest in Valera Electro- 
nics Inc. and several loans receivable acquired as a result of 
previous disposition of investments. These investments are re- 
corded at their estimated net realizable values before costs of 
disposition. 

The portion of the above debenture receivable and notes 
receivable due in 1989 is approximately $1,700,000 
($1,040,000 in 1988). 


. Income taxes recoverable 


This amount represents the recovery of certain Investment 
Tax Credits. 

The benefits resulting from any future income tax reductions 
have not been recorded in these financial statements. 


. Accrual for dissolution costs 


The accrual for dissolution costs represents management’s 
anticipation of the costs to complete the disposition of assets 
and the settlement of liabilities. Should the corporation not 
conclude the disposition of investments as currently contem- 
plated by management, additional costs may be incurred. 


. Advances from the Government of Canada 


The advances are without requirement for interest or repay- 
ment. Management anticipates that the corporation will be 
unable to repay the obligation in its entirety and the Govern- 
ment of Canada will absorb the company’s deficit upon 
dissolution. The corporation has reduced these advances by the 
$2,250,000 due from Energy, Mines and Resources Canada. 
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APPENDIX —Concluded 
CANERTECH INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


The amount of $2,250,000 arose from the corporation’s par- 
ticipation in the Societe Biosyn (Reg’d) joint venture. Prior to 
the above mentioned Order-in-Council of December 21, 1984, 
the corporation was to be reimbursed for these amounts by 
Energy, Mines and Resources Canada. It is anticipated that the 
ultimate settlement of these amounts will require the direction 
of the Treasury Board of the Government of Canada and will 
involve a set-off against the advances from the Government of 
Canada. 


6. Share capital 


Authorized—An unlimited number of common shares 
Issued and fully paid—1 common share for $1 


7. Contingencies 


The corporation is a defendant in legal actions where 
amounts are claimed in pleadings filed against the corporation. 
Such amounts total approximately $77 million. Management 
and legal counsel are of the opinion that based upon the facts 
as presently known to management and legal counsel, the better 
view is that these actions will not succeed. Accordingly, no 
provision for such claims has been made in the accounts of the 
company. 


8. Related party transaction 


The parent company has provided management services to 
the corporation in the amount of $25,367 in 1988 ($18,477 in 
1987). The amounts of the costs which remain unpaid as at 
December 31, 1988 and 1987 are $25,367 and $18,477 respec- 
tively. 
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SUMMARY PAGE 
PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 


MANDATE 


To assist oil-importing developing countries to exploit their own hydrocarbon resources; to provide development 
assistance directly to Third World countries; and to be available as an executing agent for other institutions such as the 
World Bank. 


BACKGROUND 


The first meeting of the board of directors took place January 25, 1982. Since then, the corporation has been active in 
several countries, applying Canadian technology and expertise with Canadian official development assistance funding 
in the search for hydrocarbons and in related studies, and in providing technical assistance and personnel training to 
those countries. This is a non-profit, government-funded organization. By Order in Council P.C. 1985-2957, pursuant to 
s. 86(2) of the FAA, the corporation was directed to report on its affairs as if it is a parent Crown corporation. 


CORPORATION DATA 


HEAD OFFICE Constitution Square 
Suite 1601 
360 Albert Street 
Ottawa, Ontario 
K1IR 7X7 


STATUS — not an agent of Her Majesty 
— a wholly-owned subsidiary of Petro-Canada; it has been directed 
by Order in Council (PC 1985-2957) to report its affairs as if it 
were a parent Crown corporation. 


APPROPRIATE MINISTER The Honourable Jake Epp, P.C., M.P. 
DEPARTMENT Energy, Mines and Resources 

YEAR AND MEANS OF 1981; under the Canada Business Corporations Act. 
INCORPORATION 

CHAIRMAN AND CHIEF Peter M. Towe 


EXECUTIVE OFFICER 
AUDITOR Arthur Andersen & Co. 
FINANCIAL SUMMARY ($ million) The financial year was the calendar year until 1987. 


12 months ending 
31 March 31 March 


1989 1988 1986 1985 

At the end of the year 

STOEALANSSCUS ets rns spe ne. eo eae eee ee etna acts tee Si Diy. oo) 1322 

Obiigations:to the private SCCLOL a7... seine eee ler nil nil nil nil 

Obligations to;Canada 220i. ::<65 see Shee eee nil nil nil aye 

Cy ORE ANAC Ae a10a5s oes ¢ 9 v ipheeistie = a Fie one aye teeters negl. negl. negl. negl. 
Cash from Canada in the year 

m= DUO CLAT Magan anus hice tect poh sv nile odo a's nia ¥ sie! sistoseretaperaleetas 60.5 67.4 330 37.4 

pee TOT DUG CCLAL Vim Micteneicae Parte Nive nuke a's: 5 tien oe een nse eee nil nil nil nil 


* Included funding for activity supporting CIDA Pakistan projects, received via CIDA (in 1987-88, $5.3 million; in 1986, 
$10.5 million and in 1985, $17.1 million). 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION 


AUDITORS’ REPORT . 


TO THE SHAREHOLDER OF PETRO-CANADA 
INTERNATIONAL ASSISTANCE CORPORATION 

We have examined the balance sheets of Petro-Canada Interna- 
tional Assistance Corporation (a wholly-owned subsidiary of 
Petro-Canada) as at March 31, 1989 and 1988 and the related 
statements of operations and changes in financial position for the 
years then ended. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and 1988, 
and the results of its operations and the changes in its financial 
position for the years then ended in accordance with generally 
accepted accounting principles applied on a consistent basis. 

Arthur Andersen & Co. 


Chartered Accountants 
Calgary, Canada 


April 24, 1989 


BALANCE SHEET AS AT MARCH 31 


ASSETS 1989 1988 LIABILITIES AND SHAREHOLDER’S EQUITY 1989 1988 
$ $ $ $ 
Current assets Current liabilities 
Cash and short-term deposits ............... 574 181,644 Due to affiliated company, 
Income taxesirecoyerablen saree 1,496 85,162 Petro-Canadaiincs saasaacierieei eines : 3,114,285 2,738,023 
Excess of total expenditures 
over parliamentary appropria- SHAREHOLDER’S EQUITY 
tions receivedicnmrencdcccrie meee 3,112,216 2,471,218 
Share/capitall(Notes3) peepee eect anit 3 1 ] 
3,114,286 2,738,024 3,114,286 2,738,024 
Approved on behalf of the Board: 
P. M. TOWE 
Director 
J. STANFORD 


Director 
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PETRO-CANADA INTERNATIONAL ASSISTANCE CORPORATION—Concluded 


STATEMENT OF OPERATIONS 
FOR THE YEARS ENDED MARCH 31 


1989 1988 
$ $ 
Projectexpenditures: (Note:4) eccrine 59,810,393 65,766,669 
Expenses 
General and administrative ................. 1,348,911 1,605,928 
InferesiincOmennetae wan. canis nnrmets (6,129) (12,772) 
Currentuncome taxes arias soreaeeiciosrats (12,177) 6,780 
hhotaliexpenditures var cr rpc oka ise rcacere 61,140,998 67,366,605 
Parliamentary appropriations received 
GUELRO TNC COLL etnies hek mesa hey oon id fonts Eee 60,500,000 67,400,000 
640,998 (33,395) 
Total expenditures in excess of 
parliamentary appropriations 
received at beginning of year vio it Seas eee 2,471,218 2,504,613 
Total expenditures in excess of 
parliamentary appropriations 
Tecelvediatsendiol Veatnn antes inieie ayer er: 3,112,216 2,471,218 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEARS ENDED MARCH 31 


1989 1988 
$ $ 
Sources of cash 
Parliamentary appropriations received ........ 60,500,000 67,400,000 
Decrease in income taxes 
TECOVELAD etn seteannueien yearns asrdato oe Chaaions 83,666 16,276 


60,583,666 67,416,276 


Uses of cash 


SGM a ca dogeanemeaneaes aaaco doe (61,140,998) (67,366,605) 
Increase in due to affiliated 
COMPANyYieveemraeteohers erste eects cio 376,262 5,808 


(60,764,736) (67,360,797) 


(Decrease) increase in cash and 


SHOMt=slermicdepositsmrrmqen els cte els eeitea sneer (181,070) 55,479 
Cash and short-term deposits at 

DEginnin stofeyeatietmi tle talsrer toler tte eracter: 181,644 126,165 
Cash and short-term deposits at 

Cndomyen terns Saye hs cle eeurelareierenatche niet e\os 574 181,644 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 AND 1988 


1. Incorporation 


The Corporation was incorporated in 1981 by Petro-Canada 
under the Canada Business Corporations Act as a wholly-owned 
subsidiary pursuant to directions provided by Order-in-Council 
P.C. 1981-2167 of August 5, 1981. 


2. Operations 


The Corporation’s operations are financed by Parliamentary 
appropriations. An affiliated company, Petro-Canada Inc. 
("PCI"), provides technical and administrative services to the 
Corporation at cost. 


3. Share capital 
Authorized 


Common shares—Unlimited 


Issued 
One common share for a cash consideration of one dollar. 


4. Project expenditures 


Project expenditures consist of the following: 


Africa 
Morocco——Phase lV mene rate ee 
Ghana—Phase ilies secures eres 
Brancophonie meyer serra tte 
Morocco==Phase! Vic ae einai 
Kenya—-Phase My. t nots scrsteiett rere tans 
Botswana to Meas Aah anak. PAR ee 


MOLOCCOU erladslncdera tater are trsin scart 
Seuepal/Gambiaweeuwce:s asic ceeee 
Senegal/Gambia—Phase II ............ 
Manzania——PhasevLleyerrerr erates 
Morocco—Phasevlive 3. rac as. ctae e 
Vanzania—Phasellimest ccermccras seeoees 
Ghana=——Phasevlipeer sore tain cee 
Gahan ays xry. acne epics 0 aves ws vreiomiensclotcers 
Morocco Special Project ~~. ....)...- 
CC TTUT VP MEA ercnetances Chand ats pr canich eeesertceeend a cuba 
Gambia neecepvaeree nite gelove tac etetelesocansnctaye ts 
Senegal Hag teewevacs cmeniels Sistah averace ewes 
KEN Yau esscayainete srescistel eet csteuecusiterar ote vernone 
Madagascar i none cine octal vee ritocr ee 
Madagascar——Phase (le ryaesiserstorr. 


Asia 
VOLAan eres cece ae ee cee are 
Nepali se tece sntiaeita cey a ocus acc rka 3 


Philippines——Phase Tere sere sretor-tste 
SUITEM A mas Coco Seenape ray atwtta este daar at odtegenaeve 
Halland seheaticrs cutie saateks Cretelenseee ti eeesieeecase 
Philippines=-Phase Ulery cc src oes 
Sri Pankow cvarsiecacs; seers tus svevoreverentoveyere 
Pakistan ecsccs esis acres sxe usvcteretacoverars erate 


Western Hemisphere 
GCosta’Rica——Phase lit race saresrrsieaes 
Colombia iieecac tase pte oto aae seals eet 
SubsAndeaniBasinvcmercreic chester 
@ostayRica—Phase licences 
Jamaica——Phasenl lara ree rerieteras 
G@ostaRicatsmonien nocltecie ch erdel eines 
Colombia—Phase.ll ........-.-+.-.0-- 
Barbados) Sor tecercttesoeieice seen crue tains 


Technical Assistance Facility ............. 
Alberta Summer Institute for Petroleum 
Industry Development) eye cciye eres cuca: 
South Pacific Offshore Region ........... 
ProjectsDevelopment #mia ho tee atte ao 


291 
1989 1988 
$ $ 
7,410,827 6,849,650 
5,958,690 322,899 
2,333, 5 1 1,836,989 
1,488,840 
1,367,864 264,669 
1,274,088 DT AES 99 
789,978 
594,265 300,126 
142,387 630,593 
93,000 
74,993 1,761,646 
71,938 787,997 
36,120 (124,286) 
20,917 2,101,175 
1,380 139,625 
9,283 
230 
316 
(50) 137 
(71,039) 347,709 
(91,081) 488,700 
(105,659) 9,474,457 
21,390,969 32,363,514 
12,696,467 5,288,021 
7,336,348 3,856,334 
2,169,506 1,488,313 
73,289 
43,300 
10,119 
4,048 116,207 
8,952 
(1,044) 
(4,665) 338,357 
22,328,412 11,095,140 
7,146,037 12,668,738 
1,348,020 2,338,802 
1,287,960 641,106 
751,581 
293,246 2,130,279 
150,420 1,112,218 
17,389 
2,661 
1,749 
42 
(65,386) 
(649) 4,658 
10,994,004 18,834,867 
2,322,230 2,332,665 
1,504,037 831,803 
514,658 418,022 
756,083 (109,342) 
59,810,393 65,766,669 
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SUMMARY PAGE 
PORT OF QUEBEC CORPORATION 


MANDATE 


Administration, management and control of the Harbour of Quebec and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


The Port of Quebec Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. The port is an important trans-shipment point for 
Canadian grain exports and has recently modernized its two grain elevators which are operated under contract by a private 
firm. The port handled 18.2 million tonnes of cargo in 1988. 


CORPORATION DATA 


HEAD OFFICE 150 Dalhousie Street 
P.O. Box 2268 
Quebec City, Quebec 
G1K 7P7 

STATUS — Schedule III, Part II 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 


— an agent of Her Majesty 
The Honourable Benoit Bouchard, P.C., M.P. 
Transport 


1984; letters patent of incorporation issued by the Minister of 


INCORPORATION Transport pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 

CHIEF EXECUTIVE Ross Gaudreault 

OFFICER 

CHAIRMAN Guy Boulanger 

AUDITOR Thorne Ernst & Whinney 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At year end 

Total Assets ono 55. SOR ha I, oe ot 70.3 67.9 65.9 88.0 

bls allonsno te pliVale SCClOL ce weaned eres nil nil nil nil 

ObligationsstosCanaday.. . 3... ..-)s. <5. SNe IRE RO aos coche nil nil nil nil 

Eauitwot @anaday. <0. nae 2 os cae re aw meas 66.4 63.9 61.8 oo 8 
Cash from Canada in the period 

a= DEN CLAL Yo acca x09 Sinks OMe Gtas 0 oh guneent ces eee een 1.4 nil nil* nil 

== NON-DUGSELALY 1/2. yur sue ee we wks eed ae nil nil nil nil 


* Takes no account of special contributions to Canada in 1986 of $21.7 million. 
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PORT OF QUEBEC CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


| We have examined the balance sheet of the Port of Québec 
Corporation as at December 31, 1988 and the statements of income, 
_ contributed capital, surplus and changes in financial position for 
_ the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the 
circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the port as at December 31, 1988 and the results 
of its operations and the changes of its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and by-laws of the Corporation. 


Thorne Ernst & Whinney 


Québ Canad Chartered Accountants 
uébec, Canada 


February 10, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 LIABILITIES AND EQUITY OF CANADA 1988 1987 
$ $ $ $ 
Current assets Current liabilities 
Gashivet cone waar ni cene Tra ar Oe Ay 500,552 65,877 Accounts payable and accrued liabilities .... . 1,955,951 2,079,649 
Investmentsi(INOfeg] )erraeyep-torcraychsest-/ckeseiskcrebei 18,018,706 14,350,583 Grants in lieu of municipal taxes ........... : 398,200 344,000 
Accountsjreceivable ay. -ty-)ieeit rere aciiele eres 2,655,573 3,317,994 Deferredireventies mevrmaecci err crer ee : 795,178 788,842 
Materials and supplies ects ane ies paekeru 131,856 75,831 3.149.329 3.212.491 
21,306,687 ~=—-:17,810,285 Long-term 
Investments (Note rli\imeus sc cere ie ee oeterorsts 6,676,546 6,650,201 Accmedemployec benetitsme rr. rere : 810,200 768,478 
Property, plant and equipment (Note 2) ......... 42,337,986 43,466,432 
EQUITY OF CANADA (Note 3) 
Contnbutedicapitalimee teeter Cire ere é 63,182,198 61,759,198 
Surplusieecectiistelstacarsrsociciracirycaaracr ; 3,179,492 2,186,751 


66,361,690 63,945,949 


70,321,219 67,926,918 70,321,219 67,926,918 


On behalf of the Board: 


GUY BOULANGER 
Chairman 


ROSS GAUDREAULT 
President and Chief Executive Officer 
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STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1988 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 : 


1988 1987 
$ $ 
Revenue tromioperatlonSiaaer seer ee 11,177,475 10,634,983 
Expenses 
Operating and administrative expenses ....... 9,118,893 7,482,804 
Depreciationasarerecrrstenrs seis nc ae cvema atreters 1,995,468 1,941,183 
Grants in lieu of municipal taxes ............ 1,053,686 806,713 
12,168,047 10,230,700 
Income (loss) from operations ................ (990,572) 404,283 
INVESCMENtINGCOME atin antec tern eere chlorate 2,290,572 1,786,580 
Netincomesie ste tna ce ene ae a eons 1,300,000 2,190,863 
STATEMENT OF CONTRIBUTED CAPITAL 
YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
Balance‘at beginning of yeares. «9-7 61,759,198 107,251,631 
Contribution from Canada (Note 4) ............ 1,423,000 
Contributionito Canadayasceeee se ie eae (21,735,000) 
Reductioniof.deficiti(Note3)e.a4.6-556 sos ce: (23,757,433) 
Balancerabiendionm yeatserranie ite atten tts 63,182,198 61,759,198 
STATEMENT OF SURPLUS 
YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
Surplus (deficit) at beginning of year........... 2,186,751 (23,757,433) 
Reduction ofideficit(Notes)inn-]. eee sees 23,757,433 
INCGINCOMEGZ reeetrrc hrs rar nies orotate ater ae 1,300,000 2,190,863 
Dividendito’ Canadassre..s. 7c oe aa aoe (307,259) (4,112) 
Surplusiatiend of yearns renee ens 3,179,492 2,186,751 


1988 1987 
$ $ 
Cash provided by 
(used for) 
Operations 
Nef InCOM eC tare sepsis icin cia a ciieuecfourea eae ne ; 1,300,000 2,190,863 
Items not affecting cash 
Amortization of discount on Canada 
Government! bondsit. S22 are eet : (26,345) (26,345) 
PEPTECIAtiOLits Cache ohne, Merete ee eee ; 1,995,468 1,941,183 
Loss (gain) on disposal of property, plant 
andiequipmientayan ketene ee tee ; (53,145) 30,394 
Accrued employee benefits ............. i 41,722 30,978 
Changes in non-cash operating working 
Capital\(Note 5) 25 aha caus araets wears mer oiete ; 543,234 GET 137) 
3,800,934 2,449,936 
Investment 
Additions to property, plant and equipment .. . (874,918) (509,124) 
Proceeds on disposal of property, plant and 
EQuIPMEeNt< trp.teheS cecravaiere on ges caren ete : 58,152 22,605 
Others pose iene manent davai aiee ametuer: ‘ 2,889 
(813,877) (486,519) 
Financing 
(Contributed! capital aera eines : 1,423,000 (45,492,433) 
Gontribution,to Canadapeeeenerreeree eee A 21,735,000 
Reducttoniofideticitaermemancccn a rier ; 23,757,433 
Dividendito; Canadawerera cee cee : (307,259) (4,112) 
1,115,741 (4,112) 
Increasesinicash positionun.11. seek e : 4,102,798 1,959,305 
Cash position at beginning of year ........... : 14,416,460 12,457,155 
Cashrpositionsatend/ofveatmrmreremrertettre : 18,519,258 14,416,460 
Cash position is represented by 
OLN tigerpeectr cetera Armee On A Str oh ORAS : 500,552 65,877 
InVeEstiients oxi 2e hoe ba tot wees ee tas 5 18,018,706 14,350,583 


18,519,258 14,416,460 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988 


General 


The Port of Québec Corporation was incorporated on June 1, 
1984, under article 6.2(1) of the Canada Ports Corporation Act. 


Summary of significant accounting policies 


Investments 


Investments are direct securities guaranteed by Canada. They 
are presented at amortized cost and the premium or discount is 
amortized over the periods to maturity. 


Property, plant and equipment 


Property, plant and equipment are recorded at cost except for 
those transferred to the Corporation from Canada, which are 
recorded at appraised or fair market value established at the 
time of transfer. Grants received from Canada and from third 
parties for capital projects are deducted from the cost of the 
related property, plant and equipment. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988—Continued 


Depreciation is calculated using the straight line method, 
once the assets become operational for an entire year, using the 
following annual rates: 


Dredging 2.5%-6.7% 
Berthing structures 2.5%-10% 
Buildings 2.5%-10% 
Utilities 3.3%-10% 
Roads and surfaces 2.5%-10% 
Machinery and equipment 5%-20% 
Office furniture and equipment 20% 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by Cana- 
da. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions rep- 
resent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


Insurance 


The Port of Québec Corporation assumes all risks with re- 
spect to compensation claims for occupational injury. Any costs 
arising from these claims are recorded in the accounts in the 
year they can be reasonably estimated. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based on 
estimated municipal assessments adjusted in accordance with 
the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Public 
Works Canada. Any adjustments upon finalization are reflected 
in the accounts in the year of settlement. 


Employee benefits 


Every year the Corporation accounts for estimated liabilities 
relating to severance pay, annual leave and overtime compen- 
satory leave; these benefits are payable to its employees in 
subsequent years under its collective agreements or in accord- 
ance with its policy. 


. Investments 


Investments, which are direct securities guaranteed by Cana- 
da, are as follows: 


1988 1987 
Market Market 
Cost value Cost value 
$ $ $ $ 
Currentie meen. 18,018,706 17,947,547 14,350,583 14,360,850 


one-term errr 6,676,546 7,208,678 6,650,201 7,225,330 


. Property, plant and equipment 


1988 1987 
Accumulated 
Cost depreciation Net Net 
$ $ $ $ 

and -Sysve carefree cierer: 11,098,253 11,098,253 11,043,597 
Dredeing ccs: 4,561,341 3,951,308 610,033 638,094 
Berthing 

STUNT ononod cones 22,636,930 16,677,704 5,959,226 6,364,123 
Buildingsaaeeee cece 33,469,919 14,309,763 19,160,156 19,945,183 
Wtilities: eens tea 3,674,038 2,136,097 1,537,941 1,481,989 
Roads and 

SUTLACES oe Aero eee 5,930,727 3,560,897 2,369,830 2,672,073 
Machinery and 

equipment fa. eee 527,604 388,377 139,227 125,700 
Office furni- 

ture and 

equipmentsen aire: 620,747 389,211 231,536 221,716 
Projects 

under 

construction......... 1,231,784 1,231,784 973,957 

83,751,343 41,413,357 42,337,986 43,466,432 
. Equity of Canada 


In 1987, the Minister of Transport approved the elimination 
of the accumulated deficit to January 1, 1987 totalling 
$23,757,433, by reducing the contributed capital by the same 
amount. 


. Contribution from Canada 


Pursuant to a resolution from the Treasury Board, the minis- 
try of Transport has transferred at no cost on January 1, 1988, 
the administration, management, control and property of cer- 
tain assets previously managed by Société Immobiliére du 
Canada (Vieux Port de Québec) Inc. The ministry of Transport 
of Canada paid to the Corporation a total amount of $1,423,000 
as a compensation to help absorb the estimated operating defi- 
cits for the next five years. This amount has been credited to 
contributed capital. 


. Changes in non-cash operating working capital 


1988 1987 
$ $ 
Accountsimecelvablemenrneneieiiee nonin ; 662,421 (1,557,064) 
Matenials‘andisupplies) sasee- ere: : (56,025) (7,050) 
Accounts payable and accrued liabilities .. . (123,698) 28,808 
Grants in lieu of municipal taxes ......... , 54,200 (310,808) 
Deferred ‘revenues: isc .0 sonysisie Meares 3 6,336 128,977 


543,234 = (1,717,137) 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988—Concluded 


6. 


Related Party Transactions 


During the year, the Corporation entered into transactions 
with related entities comprising various ministry, government 
organizations and Crown corporations. 

Principally, the Corporation earned rental revenues from re- 
lated entities totalling $1.1 million ($1.2 million in 1987). 
Expenses paid to related parties mainly consist in management 
fees and amount to $728,000. 


. Contingencies 


Claims aggregating approximately $1,500,000 have been re- 
ceived by the Corporation in respect of lawsuits, warranties, 
collective agreements, damages allegedly suffered on Corpora- 
tion property and various other matters in dispute. In the 
Corporation’s view, its position is defensible and these claims 
should not result in any material losses. 

In addition, claims for an estimated amount at $2,000,000 
have been received by the Corporation concerning the owner- 
ship of certain lands. Any amount payable in connection with 
those claims will be capitalized to the cost of land. 


These amounts are not recorded in the financial statements. 
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SUMMARY PAGE 
PRINCE RUPERT PORT CORPORATION 


MANDATE 


Administration, management and control of the Prince Rupert Harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


The Prince Rupert Port Corporation was established on June 1, 1984, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. In 1988, 12.4 million tonnes of cargo, 6.7 million tonnes 
of which was coal, was shipped through Prince Rupert. 


CORPORATION DATA 


HEAD OFFICE 110 Third Avenue, West 
Prince Rupert, British Columbia 


V8J 1K8 


STATUS — Schedule II, Part II 
— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 


DEPARTMENT Transport 


YEAR AND MEANS OF 1984; letters patent of incorporation issued by the Minister of 


INCORPORATION Transport, pursuant to subsection 25(1) of the Canada Ports 
Corporation Act. 

Cite EXECuTIVE R.W. Tytaneck 

OFFICER 

CHAIRMAN A.T. Sheppard 

AUDITOR Thorne Ernst & Whinney 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) (restated) 

At the end of the year 

LSTA CEG ire ess Wo ato eset ae, Se Ieee ere AR. ek Sako es 88.7 84.2 80.7 81.2 

QOblicatronsto the private sector ® A Ro Paeeee, SO Pe ee... nil nil nil nil 

ODIO ALONSO AM D0 ete eens ae cota pusancdee ts secon aie 48.3 48.3* 75.4 76.6 

| SUGLUT AYSTES Bi DENG e. Va Fete oP Oe TRIS ot means ergha aCe, oS GPs 0. 39.2 34.8 (6.8) (8.1) 
Cash from Canada in the period 

A 8 UG LSTSL EV peak stance Bae eae Pe PE RAE IIIS Fn or nil nil nil 0.3 

— non budgetary, cokt-dgche zelanked mesaerts anid topreeetes 94s nil nil nil nil 


* Comprises $48.3 million conditional obligation; in 1987 Canada forgave $27.1 million loan principal outstanding, 
which amount, with related interest forgiven, was added to the corporation’s contributed capital. 
** Takes no account of payments to Canada: In 1987, dividend $0.8 million and, in 1986, special contributions, $2.5 


million. 
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PRINCE RUPERT PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the Prince Rupert Port 
Corporation as at December 31, 1988, and the statements of income 
and surplus to Canada and changes in financial position for the year 
then ended. Our examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, and the 
Letters Patent and By-laws of the Corporation. 


Thorne Ernst & Whinney 


Chartered Accountants 
Vancouver, Canada 


February 8, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 LIABILITIES AND EQUITY OF CANADA 1988 1987 
$ $ $ $ 
Current assets Current liabilities 
Casi rgeceataa te ces eapent oa aria ets Crs 54,386 50,506 Accounts payable and accrued liabilities .... . 686,166 546,908 
Investmentsi(Notes)) Wangs ce seteclserrcrertt 16,431,572 11,847,375 Payableto: Canadayr wrt ryerte crete 3 18,868 2,965 
Accounts recelVableirry aerate arcrecraeroiae 861,425 950,357 Grants in lieu of municipal taxes ........... : 394,598 368,140 
Materialsiand|suppliesizn.oe 1-1eey-r eli or 93,664 67,322 Deferred revenues zr niriiera terrestres : 149,330 162,216 
17,441,047 12,915,560 1,248,962 1,080,229 
Property and equipment (Note 2) .............. 71,272,047 71,312,750 Reecverabic contibutantiron@annds 


(Note. 3) RE ane. ct acerer rear errenieecier - 48,300,000 48,300,000 
49,548,962 49,380,229 


EQUITY OF CANADA 
Contribitted\capital eae see eee ce SSM S8OSe Ss EShis05 
SUIplSh eee eat mem ge ae eyes, evades siete : 7,852,327 3,536,276 
39,164,132 34,848,081 
88,713,094 84,228,310 88,713,094 84,228,310 


Commitments (Note 4) 


Approved by the Board: 


ALLAN T. SHEPPARD 
Chairman 


ROBERT W. TYTANECK 
General Manager and Chief Executive Officer 
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STATEMENT OF INCOME AND SURPLUS 
YEAR ENDED DECEMBER 31, 1988 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 


1988 1987 1988 1987 
$ $ $ $ 
(as restated (as restated 
Note 6) Note 6 
Revenue from operations ...............e0005 14,585,020 14,852,377 Cash provided by (used 
for) 
PSS Operations 
Operating and administrative ............... 9,563,862 9,776,591 , 
— . : ’ ’ 9) 
Depreciation (Note 2) .........0.00e0eeeees 697,684 1,136,992 Keabher ante Wavciwed to tae C1 “Moneiiene tae LPhen in 
reine ek UNE IDA EKGs coat aang Be AOL POS a rliney 059284 Depresiation (ian ater ay 697,684 1,136,992 
10,669,211 11,319,121 Settlement of litigation ................. 2 350,000 
Income fromioperationSparae.s eres hae ei 3,915,809 3,533,256 5,958,306 5,452,227 
Other income (expense) Changes in non-cash operating working 
Interest inCOmercprer sale eueke oreieis pointes 1,257,306 781,979 capital 
Settlement of litigation (Note 6) ............. 87,507 (350,000) Accounts receivable ...........-.+.+.-. : 88,932 (384,073) 
pCa 1 ar Sierra eae Matenalsyansisupplicsmers ine ieee : (26,342) 12,606 
one AEE Accounts payable and accrued liabilities .. . 139,258 19,145 
INGtpINCOMe sieairiayoreier dau hereon sc Pas erenieoled pars eix as 5,260,622 3,965,235 Grants in lieu of municipal taxes ......... 3 26,458 16,429 
Surplus (deficit) at beginning of year........... 3,536,276 (5,838,325) Deferredireyenuesiepe-a5 sce eee 3 (12,886) (24,035) 
8,796,898 (1,873,090) 6,173,726 5,092,299 
Deficitireduction Sor REP ORS oi. cs cccoc hl ans 6,188,325 Fi : 
eh eel ee inancing 
8,796,898 4,315,235 Increase in payable to 
Dividendito:Ganadavg ver cseaaneda sues 944,571 778,959 Canada ae ee cn ee ee : 15,903 2,965 
Surplus atend.of year sews nto ane sha 7,852,327 3,536,276 Borg iyencss of loans front Caneca a (8,110,291) 
Increase in contributed capital ........... ; 38,110,991 
Dividendtto\Canadamercsesrietre eee 5 (944,571) (778,959) 
(928,668) (775,994) 
Investments 
Purchase of property and equipment ........ 5 (656,981) (425,693) 
Decrease in receivable from Canada ........ : 63,937 
(656,981) (361,756) 
Inereasevinicash) POSitiOnien..i1 aeiter cist rete rere : 4,588,077 3,954,549 
Cash position at beginning of year ........... : 11,897,881 7,943,332 
Cashypositionlatendiof yeat ances ene : 16,485,958 11,897,881 


Cash position is defined to include cash plus investments. 
NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


Depreciation is calculated on the straight-line basis using 
rates based on the estimated useful lives of the assets. 


Local Port Corporation 


The Prince Rupert Port Corporation was established effective 
June 1, 1984 as a local port corporation pursuant to the Canada 
Ports Corporation Act. The Corporation is exempt from income 
taxes. 

On June 1, 1984, all the assets and liabilities of Canada Ports 
Corporation relating to the Port of Prince Rupert were trans- 
ferred to the Corporation at their book value as recorded by 
Canada Ports Corporation. The net liabilities assumed were 
recorded as contributed capital of $678,275 and a deficit of 
$11,673,894. 


Summary of Significant Accounting Policies 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by Cana- 
da. Contributions to the plan are required from both the 
employees and the Corporation. The annual contributions rep- 
resent the liability of the Corporation for pensions and are 
recognized in the accounts on a current basis. 


Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is estimated 
based on municipal assessments adjusted in accordance with 


Investments 

The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or discounts 
are amortized over the periods to maturity. 


Property and equipment 


Property and equipment are recorded at cost. Grants towards 
capital projects received from Canada and from third parties are 
deducted from the cost of the related property and equipment. 


the Municipal Grants Act. Grants are paid after the amounts 
have been audited by the Municipal Grants Division of Public 
Works Canada. Any adjustments upon finalization are reflected 
in the accounts in the year of settlement. 


Employee benefits 


The Corporation accrues in its accounts annually the esti- 
mated liabilities for severance pay, annual leave and overtime 
compensatory leave, which are payable to its employees in 
subsequent years. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


1. 


I. 


3: 


Investments 
1988 1987 
$ $ 
A mortized (COSt aps siya «sasteencute aicten-dee/or aa) 16,431,572 11,847,375 
Marketivalule eo rec cm cent sacs ie sceras ae ates 16,377,031 11,839,614 
Property and equipment 
(a) Summary 
] LET Tait ated Cob Ser or OIE RD cca DC OMTENA RCE 0-0 AU CuO DIGI OS 6 Oia GEOG! 6 
Dredging’: Maree ei kieise neta ecto aaceenertc chat aot Eanes oak 
Berthin o: Struciuresmeacracete ier teprerestr etre re ta heter paver Preven 
Buildings Aen torr. tte eee ne epeiiners Mae Moteur vecetotars crotepeasia rs 
UW tilities Sp aepece seco Sees ohio cud cs chovagel emcee hScie es s ersne vie + upke as 
Roadsiandisurfaces .. .c;si5 arcssvesareisi cetaverst stints + 0 idile\avekens tobereissoussaiins 
Machirleryiand equipment: <<. sacecustete rail detec scr orete oetorere ional uence 
Officetumiturerandiequipmenty mrt. reetneattsusren seis ote 
Consttuctioniini progressic anciciteiicie tara «eo seen terrane a 
(b) Depreciation 
Depreciation consists of: 
1988 1987 
$ $ 
Depreciationexpense merit sireieierts 697,684 714,841 
Write-down of equipment ............ 422,151 
697,684 1,136,992 
Recoverable contribution from Canada 


A recoverable contribution of $50,400,000 was approved for 
the construction of the infrastructure for the coal terminal 
facility on Ridley Island. The recoverable contribution as at 
December 31, 1988 was $48,300,000. 

The total recoverable contribution is interest-free until April 
1, 1989, and thereafter bears interest at approximately 13.9%. 

Principal and interest on $48,300,000 of the contribution are 
repayable over 20 years, commencing on April 1, 1989, contin- 
gent upon the revenues received from a direct coal throughput 
surcharge of $.44 per tonne, at a minimum of $2,900,000 but 
not to exceed $5,300,000 per year. 


. Commitments 


(a) At december 31, 1988, commitments in connection with 
construction of anew berth at Fairview Terminal amounted 


to approximately $30,772,000. 
(b) 


The corporation rents a building under a long-term opera- 
ting lease which expires May 1, 1991, the annual rental 
rate for which is $81,264. The aggregate rental payable to 


the expiry date amounts to $189,616. 
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1988 1987 
Accumulated 
Cost depreciation Net Net 
% $ $ $ $ 
60,126,625 60,126,625 60,126,625 
2.5-6.7 S177 1,424 ay Ib ys) 3,883 
2.5-10 8,699,242 3,022,833 5,676,409 5,914,072 
2.5-10 2,362,861 457,593 1,905,268 1,954,216 
3.3-10 2,597,237 1,291,956 1,305,281 1,409,548 
2.5-10 3,512,385 De 23°922 1,388,463 1,613,842 
5-10 1,704,860 1,457,925 246,935 252,453 
20 257,830 157,888 99,942 38,111 
519,371 aller! 

79,785,588 8,513,541 71,272,047 71,312,750 


5. Related party transactions 


(a) During the year, the Corporation received revenue of 
$1,274,593 (1987, $1,112,764) from Ridley Terminals 
Inc., a company in which Canada Ports Corporation has a 
significant investment. At December 31, 1988, the Corpor- 
ation was owed $124,961 by Ridley Terminals Inc. (1987, 
$100,290). 


During the year, the Corporation paid $485,279 (1987, 
$434,784) to Canada Ports Corporation as its share of that 
corporation’s head office expense. 


(b) 


. Settlement of litigation 


During 1987, the Corporation settled a lawsuit for $350,000 
relating to a dispute over the settling of the Ridley Island Rail 
Embankment. Since the suit arose in a prior period, the settle- 
ment was accounted for as a prior period adjustment. In view 
of the significant involvement of management in obtaining this 
settlement, it has been determined that it is appropriate to 
account for this item as a charge to 1987 income rather than as 
a prior period adjustment. This change has no effect on the 1988 
accounts and results in decreasing 1987 net income and decreas- 
ing deficit at January 1, 1987 (as restated) by $350,000. 
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SUMMARY PAGE 
ROYAL CANADIAN MINT 


MANDATE 
_ To mint coins in anticipation of profit and to carry out other related activities. 
BACKGROUND 


Founded in 1908 as a branch of the Mint of the United Kingdom, its operations devolved to the Crown in right of Canada 
in 1931. It was a departmental agency of the government until 1969 when it was incorporated by legislation. The Act to 
Amend the Royal Canadian Mint Act and the Currency Act, which came into force on December 17, 1987, authorizes 
share capital for the corporation. The spirit of this Act is generally that the Mint shall operate in a competitive international 
environment. In accord with this the corporation’s name was removed from Schedule III-1 and was added to Schedule 
IHI-11 of the Financial Administration Act amongst the competitive and ordinarily self-sustaining Crown corporations 
on December 17, 1987. 


CORPORATION DATA 


HEAD OFFICE 320 Sussex Drive 
Ottawa, Ontario 
K1A 0G8 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Paul Dick, P.C., M.P. 
DEPARTMENT Supply and Services 
YEAR AND MEANS OF 1969; by the Royal Canadian Mint Act (R.S.C. 1985, c. R-9). 
INCORPORATION 
CHIEF EXECUTIVE Maurice Lafontaine 
OFFICER 
CHAIRMAN James Corkery 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the year 

LOLA ASSELS venue Cie oangnctecls Sing Muh NTA Se ee cow 121.4 127.4 116.8 Meshes, 

Ooligations 10 the private SCCton Uo... fen eee Se nil 0.1 0.4 0.6 

SCANS tO Sanaa meen 6s eee eR ne te et ah 84.2 Si. 82.8 76.7 

ATUL VOLO ANAC ee o.5 a gn ey asc ee ee rer RTOS th aah 9.8 Lt 1.0 1.0 
Cash from (to) Canada in the year 

SSUCCtAl a eee canon Traine tae es ae ee nil (12.8) nil (10.7) 

apn DUG Setary. Met iewss Sus Shien oe Riss BE (3.0) (331) (3.7) 19.8 


* Includes net earnings due to Canada; 1988, $60.4 million. 
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ROYAL CANADIAN MINT 


AUDITOR’S REPORT 
TO THE MINISTER OF SUPPLY AND SERVICES 


I have examined the balance sheet of the Royal Canadian Mint as 
at December 31, 1988 and the statements of income and retained 
earnings and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Royal Canadian Mint Act and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


March 2, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES 1988 1987 
Current Current 
Cash and short-term investments ............ 37,739 28,052 Accounts payable 
Accounts receivable Government departments ............... ; 1,006 10,059 
Government departments ................ 6,509 4,246 Other Perse cee eee risteie csi alo matesero es F 18,781 20,968 
Otherienqe peti cee te els $s icaie gee alent: Oe 8,809 11,760 Due to Government of Canada 
Iriventontes (Note.4) mace see) erties 26,703 36,674 INeGearmingsi(INOfei/) neice ania : 60,363 60,363 
Rrepaidvex pensesimtrc. neers. rie each ake 585 198 Current portion of long-term loans 
80,345 80,930 (Note 8) eiaubielel ciivseenaeieeneeleneecereteelehels ers 5 7,673 2,989 
Accrued interest on long-term loans ...... . 657 739 
Deferrediexpenses(NOte ears trates 9 5,829 Deterredirevenuesi arteries : Iti 2,683 
Property, buildings and equipment (Note 6) ..... 41,015 40,662 Sea Ta ea a 
90,252 97,801 


Loans from Government of Canada 


(Note’8) marron. reersiteye, steelers testis Co ncre eee : 16,213 23,886 

Provision for employee termination 
benefits.) ase clitate iets en cher cr rae ROR : 5,072 4,593 
21,285 28,479 


SHAREHOLDER’S EQUITY 


Share/capital (Note:2)ie cm mise a taceeisiien ites 

Reserve for losses (Note 2) ..........2-2.e- : 692 758 

Retainedicarnines cerry cteier ite treet cer A 9,140 383 
121,369 127,421 121,369 127,421 


Approved by management: 


M. A. J. LAFONTAINE 
President and Master 


J. E. UBERIG 
Vice-President, Administration and Finance 


Approved by the Board of directors: 


J.C. CORKERY 
Chairman 
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STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Revenues 
PLeClOUS McLAlCOINS Beep Lene een eee 726,863 872,694 
Canadian circulating coins ................. 57,091 52,169 
1988 Olympic Coin Programme ............. 39,205 69,069 
Canadian numismatic coins ................. 31,939 DIO 
OLehoni CON trac ismane ima ccs stake atetckerl heii 27,990 6,902 
Retinery \. cha eiee he cel ie aire Chere oes eae 5,953 5,500 
Miscellancoustaemen-prancrs « cia) «fae aa 3,536 1,096 
892,577 1,032,781 
Expenses (Note 9) 
Costiof materialsiused eels ee eee eee 802,237 932,820 
Salaries, wages and benefits ................ 29,509 27,974 
PROMOUON "5 seess, tas seaes aviiere pe bistae see yard eies 24,725 26,448 
Transportation and communications .......... Talo 6,197 
Professional and special services ............ 4,974 4,250 
Utiliticsandisupplieswraactae ersten oie 4,238 4,489 
Miscellaneous wersarda ccc aa cern ecanc ie ete Mata si 3,729 2,508 
Interestion) long-term Oansisme rae erie 2,697 2,994 
Depreciationeer eee nee RyAte erator aus ohiece nares 2,403 2,364 
Building and equipment rental .............. 92,5 |B) 1,991 
883,820 1,012,035 
Neteamingsifonthesycatmmneeenncininten stn 8,757 20,746 
Net earnings due to Government of 
Ganadal (Notes) riece eee einen (20,363) 
Retained earnings, beginning of year........... 383 
Retainedicarningssend of yeatuei nee 9,140 383 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Operating activities 
INChe amin ossfomthesy.catms me ani eiiccitsniceet 8,757 20,746 
Items not affecting funds 
DMepreciationewremrersyt ctr acek Geter sieracaleres 2,403 2,364 
Amortization of deferred expenses ......... 5,820 5,622 
16,980 28,732 
Net change in non-cash working 
Capital aparece aster teats wen O ae 2,657 4,573 
Increase in provision for employee 
termination) beneritsmrr emirate 479 394 
20,116 33,699 
Investing activities 
Additions to fixed assets (net) .............. (2,756) (1,259) 
(2,756) (1,259) 
Financing activities 
Decrease in loans from Government 
Oi Canadaw emery a ee ee Mason (7,673) (2,989) 
Payment of net earnings to Government 
Ol Canada menses am AIM o.ohe sickoethd earns (12,788) 
(7,673) (15,777) 
INCTEASENIN'CASH His his at tcre. See Bete See a oe we 9,687 16,663 
Cash and short-term investments, 
De vinnin sof cane cm sei eevee oes 28,052 11,389 
Cash and short-term investments, 
ENCOfsVCa lucien nacre aieel terete rietelors eee on el 37,739 28,052 


Il, 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


Authority and objectives 


The Mint was incorporated in 1969 by the Royal Canadian 
Mint Act and is an agent of Her Majesty named in Part II of 
Schedule III to the Financial Administration Act. 

The objectives of the Mint are to mint coins in anticipation 
of profit and to carry out other related activities. 

The mint may borrow money from the Consolidated Revenue 
Fund or any other source, subject to approval of the Minister of 
Finance with respect to the time and the terms and conditions, 
but the aggregate of the amounts loaned to the Mint and out- 
standing at any time shall not exceed $50 million. 


Shareholder’s Equity 


On December 22, 1988 an Order in Council was approved by 
the Governor in Council for the purchase by the Minister of 
Supply and Services of four thousand shares of the Royal 
Canadian Mint at a price of ten thousand dollars per share. 
These shares will be issued in 1989. It is the intention of the 
Mint to apply the proceeds to reduce the net earnings due to the 
Government of Canada. 

The statutory provisions allowing the Mint to maintain a 
reserve against possible losses have been repealed by an amend- 
ment to the Royal Canadian Mint Act on December 17, 1987. 
However, the reserve has been maintained in the event that 
losses arise pertaining to the periods prior to December 17, 
1987. 


Significant accounting policies 


(a) Foreign currency translation 


Foreign currency transactions are translated into Canadian 
dollars at the exchange rate in effect at the transaction date. 
Assets and liabilities denominated in foreign currency at 
the balance sheet date are translated into Canadian dollars 
at the exchange rate in effect at that date. 


(b) Inventories 


Raw materials, work in process and finished goods are 
valued at the lower of cost and net realizable value, cost 
being determined by the average cost method. 

Operating and maintenance supplies are valued at the lower 
of cost and replacement cost, cost being determined by the 
average cost method. 


(c) Property, buildings and equipment 


Property, buildings and equipment are recorded at cost and 
depreciated under the straight-line method at the following 
annual rates: 


Land improvements 2 1/2% 
Buildings 2 1/2% 
Equipment 10% 


(d) Employee termination benefits 


According to their collective agreement and terms of em- 
ployment, employees are entitled to termination benefits. 
The liability for these benefits is recorded when earned by 
the employees. 


(e) Pension plan 


Employees participate in the Public Service Superannua- 
tion Plan, which is administered by the Government of 
Canada. Contributions to the plan are required from both 
the employees and the Mint. These contributions represent 
the Mint’s total liability and are recorded ona current basis. 
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NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1988—Concluded 


4. Inventories 
1988 1987 
(in thousands of dollars) 
Raw materialss Vem. 2 cere tase cers leer en 16,628 16,306 
Workin process*.tm tise. a treme siete 3,224 6,145 
Finished'goodstrasescr cre eee ce te tere 4,088 11,418 
Operating and maintenance 
Mo) Ditty ans Seed Soca coe wee oe aah corns 2,763 2,805 
26,703 36,674 
In order to facilitate the production of precious metal coins, 
the Mint borrows the quantity of gold, platinum and silver 
required and pays interest based on the value of these metals 
established on the commodity markets. As at December 31, 
1988 a total of 1,051,559 ounces of gold, 114,212 ounces of 
platinum and 1,279,133 ounces of silver was borrowed and was 
not reflected in these financial statements. 
5. Deferred expenses 
Included under this caption were the expenses related to the 
launching of the 1988 Olympic Coin Programme. In 1988, $5.3 
million was amortized (1987—$5.6 million). 
6. Property, buildings and equipment 
1988 1987 
Accumulated Netbook Net book 
Cost depreciation value value 
(in thousands of dollars) 
Lean Po recvenesyseerete ere penee 579 579 579 
Land improvements .. . 933 555 378 393 
Buildingsems - 4:5... 38,252 7,885 30,367 30,984 
Equipmentigi ise). 27. - 25,157 15,466 9,691 8,706 
64,921 23,906 41,015 40,662 
7. Due to Government of Canada, net earnings 
1988 1987 
(in thousands of dollars) 
Balance at beginning of the year .......... 60,363 52,788 
Net earnings due to Government 
Ol Canadair ci sree ttre chet Reet 20,363 
Paid @Quringithesy calmereaent-it niet ricer (12,788) 
Balanceaendioithe:y cali eer rien ntarerart 60,363 60,363 
Accumulated net earnings, prior to the amendment of the 
Royal Canadian Mint Act on December 17, 1987 and net earn- 
ings generated by the 1988 Olympic Coin Programme are 
payable to the Government of Canada. 
8. Loans from Government of Canada 


These loans bear interest at various annual rates ranging from 
8.25% to 12.00% and are repayable according to the following 
schedule: 


(in thousands 


of dollars) 
HOS Fares eeycon eee nc ear er cose Peccrers ate oak che aera eee 7,673 
1990 Wis. = SR SNS te SS. Sd. BIBL PER, Sees 2,673 
LOD Myers reps. Seth A SR eerie ek A oft 2,673 
[90D ET Reese see tieiee. font. Shs SAI 2 2,673 
199S3.9¢ ares sit eet SS RSE 4d. wt Riet ots See. anor 2,673 
1994-1998» « ae bedi eee as beskartil ie esl le deet 2) bee. SySVAI\ 
23,886 

Current portion th cunt eet oventine tree tire < 3.cieven re team pe (7,673) 


16,213 


Sy) 


10. 
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Expenses 
Expenses include cost of goods sold, detailed as follows: 


1988 1987 
(in thousands of dollars) 
Materialsiised\ Sec) dc 1c Saeiciele cera renee : 802,237 932,820 
Direct labounA4e5co.s 00 oc cae reece : 3,326 3,696 
Manufacturing overhead................ ; 26,559 28,922 
832,122 965,438 


Related party transactions 


Included in these financial statements are transactions with 
the Department of Finance relating to the borrowing, refining 
and purchasing of gold. These transactions were conducted in 
the normal course of business, under the same terms and condi- 
tions that apply to unrelated parties. 

Transactions with the Department of Finance related to the 
production and delivery of Canadian circulating coins are 
generally carried out on a cost recovery basis. 
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SUMMARY PAGE 
SAINT JOHN PORT CORPORATION 


MANDATE 


Administration, management and control of the Saint John harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


The Saint John Port Corporation was established on December 31, 1986, pursuant to the national ports policy to create 
local ports corporations at the major ports and harbours previously under the centralized administration of the National 
Harbours Board and, since February 1983, the Canada Ports Corporation. Total traffic through Saint John in 1987 was 
14.9 million tonnes. Petroleum products, in particular crude oil imports at 11.4 million tonnes, accounted for 77 per cent 
of the 1988 tonnage, the rest being forest products, potash, grain and salt. 


CORPORATION DATA 


HEAD OFFICE 133 Prince William Street 
P.O. Box 6429, Station A 
Saint John, New Brunswick 


E2L 4R8 
STATUS — Schedule III, Part II 

— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1986; letters patent issued by the Minister of Transport pursuant to 
INCORPORATION subsection 25(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE Kenneth Krauter 
OFFICER 
CHAIRMAN Harry P. Gaunce 
AUDITOR Clarkson Gordon 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


Balance sheet 
data at start 
of operation on 


1988 1987 January 1, 1987 
At the end of the year 
aT S SU (Sf ea ascents cu teghanis Geinsa ee sk MES o's oa ntecenese Giles 91.5 925 
mete atiOns (CO me private SECtOL ut -seepee rey: nace eee aos nil nil nil 
«TIEN EVA TEAG all O21 FEY ¢ ER pce ober inet te RO, ooo) SURE REEL tin a 20.1 20554 58.3 
BUY RON CNA arene cust a he yee Ieee no omen aes 50.1 48.0 1.6 
Cash from Canada in the period 
Bem SC LAT Yt etree te Hla te ces Salles Saeereei oh aya ak ste ea EAN nil nil not applicable 
Beer ON- DUCE LAT Y sense gene s Sat lebron ath crs nil nil not applicable 


* During 1987, Canada forgave $37.8 million loan principal outstanding, which amount, with related interest forgiven, 
was added to the corporation’s contributed capital. 
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SAINT JOHN PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 

We have examined the balance sheet of the Saint John Port 
Corporation as at December 31, 1988 and the statements of income, 
retained earnings, contributed capital and cash flows for the year 
then ended. Our examination was made in accordance with gener- 
ally accepted auditing standards and accordingly included such 
tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Clarkson Gordon 


H Chartered Accountants 
Saint John, Canada 


February 3, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


a —————————— 


ASSETS 1988 1987 LIABILITIES AND EQUITY OF CANADA 1988 1987 
Current Current liabilities 
Cash ine ss ci, scam c's ate obtcime melee heehee dusts tebe 620 260 Accounts payable and accrued charges ...... ; 890 3,044 
Investments)\(Note 3) eae acer eels 8,427 6,253 Deferredirevenuesiaae einer iter : 279 273 
IAC COUNISIFeCelV.aDlemmnr sae nary rere I Syle2 1,208 Grants in lieu of municipal taxes ........... : 103 
Materialstand/supplicSime serait crater ieraan 46 93 1.272 3317 
10,605 7,814 Accrued employee benefitsiy nmr irra tele : 398 425 
Long-term investments (Note 3).............-. 956 952 Financing provided by a province (Note 5) .... . 19,696 19,696 
Rixedassetsi( Note 4) eer nec ccietarssienmisieere ss 79,960 82,734 Eoansifrom Canada (Note'6)) -5.252.-20+55 > : 20,052 20,052 
41,418 43,490 
EQUITY OF CANADA 
Contributed capital (Note 7)...... SOR Oe j 49,372 49 372 
Retained earnings (deficit) ................ ; 731 (1,362) 
50,103 48,010 
91,521 91,500 91,521 91,500 


See accompanying notes. 


On behalf of the Board: 


HARRY P. GAUNCE 
Chairman 


KENNETH R. KRAUTER 
General Manager and Chief Executive Officer 


1988 1987 
Revenues 
HarbourmSeryicesits sete tsietelitie: «cine ote es 4,459 4,056 
IRETEISUNCIOR) sngaudodemososdagdoucoo sor 5,616 4,107 
Shipping services and other ................ 1,567 1,181 
11,642 9,344 
Expenses 
Salaries and employees’ benefits ............ 2,867 3,834 
Purchasediservicesmminias mice. ste rete ae 903 593 
Energysandiutilitiesmeyprscccier cae lee ee 254 345 
Operating and administrative ............... 1,829 1,738 
Grants in lieu of municipal taxes ............ 727 
Depreciation. acide + tea erosion eaten 2,700 2,659 
Gain on disposal of fixed assets ............. (16) 
9,264 9,217 
Income from operations before undernoted 
LS 1S a Bel: cr co ES GS See NES SiG 278 Oa 2,378 127 
Unusual item 
Gainvonydisposallofilandiemesmreernier cies: 1,218 222 
Income trom\operationsmertear i siccre cise 3,596 349 
Investmentincomemmeri eer. cece aes 860 702 
Interestiexpenseyereceran er eir tise oe eee (2,363) (2,413) 
(1,503) (1,711) 
Net income (loss) for the year ................ 2,093 (1,362) 
See accompanying notes. 
STATEMENT OF CONTRIBUTED CAPITAL 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 
1988 1987 
Balance, DeSInNINS Ol Veaty te creep i-re citer eeaiere 49,372 79,209 
Add: forgiveness of non-interest bearing loans 
(IN OC 87) ier ers eurtas Wie faa caeys a eS acs os ae veer nee roress 47,791 
49,372 127,000 
Less: contribution to Canada 
(NOTCH) rerece iercieeiostererctore venctetvor cee Fucks 1,033 
deficitreduction\(Note:7)) 2.20..04... 60 76,595 
Balancencndlotuyeataer tents deine ori 49,372 49,372 
See accompanying notes. 
_STATEMENT OF RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 
1988 1987 
Balance, beginning of year as previously 
TEPOrted 5.7. sista sataneganre Aeros heared Ae (1,362) 76,595 
BPenicitereductioni (NOt) leer terres viene en aie 76,595 
Balancenasirestatedaes racer ercsiecs cree ieroeieie (1,362) 
Net income (loss) for the year ............... 2,093 (1,362) 
Balanceend Of veal: ways emcees seee ecules 731 (1,362) 
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STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


See accompanying notes. 
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STATEMENT OF CASH FLOWS 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 
1988 1987 
Cash provided by (used in) 
Operations 
Net income (loss) for the year ............. P 2,093 (1,362) 
Add (deduct) items not requiring a cash 
payment 
Depreciationmmre rc etrretecrem : 2,700 2,659 
Gain on disposal of fixed assets.......... ‘ (1,234) (228) 
Other sees satan sansinane cep is eerie cee meres ; 9 (48) 
3,568 1,021 
Net change in non-cash working capital 
balances related to operations 
(Note:9) paves eee necro steer sinrmateeen eros : (2,300) 1,882 
Cash provided by operations .............. ; 1,268 2,903 
Financing 
Repayment of loans from 
Canadartenis eh Geese. ath ; (512) 
Investing 
ZAGGILIONS/LOMIXCCLASSCLS memento : (785) (1,039) 
Proceeds on disposal of fixed assets ........ : 1,252 228 
Recovery on Musquash Harbour 
BTOJOCU cos tersteress-sustbercrece uerein.s reece : 799 
1,266 (811) 
Increase in cash and short-term investments 
during current year’s activities............. : 2,534 1,580 
Cash and short-term investments, beginning of 
VEALED, SAM pene ete, SO, APES PA : 6,513 4,933 
Cash and short-term investments, end of 
oh Tiles cretrens, Memmi a MSI ed qubnceit Aas wie ’ 9,047 6,513 


See accompanying notes. 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


ile 


Canada Ports Corporation Act and Incorporation 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at the 
Port of Saint John was approved and the Saint John Port Cor- 
poration was established effective at the closing of business on 
December 31, 1986 and commenced operations January 1, 
1987. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred to the Saint John 
Port Corporation at their carrying values in the accounts of the 
Canada Ports Corporation—Port of Saint John. 


. Significant accounting policies 


(a) Investments 


The investments are shown at amortized cost whereby pre- 
miums or discounts from par value are amortized over the 
periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those trans- 
ferred to the Corporation from Canada which are recorded 
at appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from Ca- 
nada and from third parties are deducted from the cost of 
the related fixed assets. 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Continued 


Depreciation is calculated on the straight-line basis for the 
full year, commencing with the year the asset becomes 
operational, using rates as follows: 


Depreciation 
Asset Rates % 
Dredging 2.5-6.7 
Berthing structures 2.5-10.0 
Buildings 2.5-10.0 
Utilities 3.3-10.0 
Roads and surfaces 2.5-10.0 
Machinery and equipment 5.0-100.0 
Office furniture and equipment 20.00 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both 
the employees and the Corporation. The annual contribu- 
tions represent the liability of the Corporation for pensions 
and are recognized in the accounts on a current basis. 


(d) Insurance 


The Corporation assumes substantially all risks against fire 
and general perils, as well as for workers’ compensation 
claims. Any costs arising from these risks are recorded in 
the accounts in the year they can be reasonably estimated. 


(e) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based 
on estimated municipal assessments adjusted in accordance 
with the Municipal Grants Act. Grants are paid after the 
amounts have been audited by the Municipal Grants Divi- 
sion of Public Works Canada. Any adjustments upon 
finalization are reflected in the accounts in the year of 
settlement. 


(f) Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay and annual leave which 
are payable to its employees in subsequent years under its 
collective agreements or in accordance with its policy. 


. Investments 


Investments are direct and guaranteed securities of Canada 
as follows: 
1988 1987 
Amortized Face Amortized Face 
cost value cost value 


(in thousands of dollars) 
Canada Treasury Bills .. 8,427 8,780 6,253 6,479 


CanadaiBondswan.ee ea: 956 1,000 952 1,000 
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4. Fixed assets 


Fixed assets consist of the following: 


1988 1987 
Accumulated Netbook Net book 
Cost depreciation value value 
(in thousands of dollars) 
and een ee aie cere 30,363 30,363 30,063 
IDV conaoconasve 1,967 1,479 488 507 
Berthing 
S(ructureswertscriterae 63,645 27,700 35,945 37,319 
ISLS Co onecconbee 15,566 8,047 7,519 7,941 
Wtilities: sree aercece oe 7,651 3,401 4,250 4,574 
Roads and 
surfacesSwen face wars 4,779 4,097 682 936 
Machinery and 
CMD ooamaow a 1,872 1,628 244 281 
Office furni- 
ture and 
equipmentta. .-..) 1,071 617 454 260 
Work 
under 
ores ooganoce 15 15 853 
126,929 46,969 79,960 82,734 


. Financing provided by a province 


The Province of New Brunswick advanced $25,000,000 to 
partially finance the construction of Rodney Terminal Com- 
plex, Saint John. The Province will receive annual principal 
payments equal to approximately 47% of the net operating 
income of the terminal until the non-interest bearing advance 
is repaid. The cost of major repairs has been included in calcu- 
lating the net operating income of the terminal and the current 
portion payable as at December 31, 1988 has been calculated 
accordingly. The Province is disputing this accounting treat- 
ment. Had net operating income not been reduced by the cost 
of these major repairs, the current portion payable would be 
approximately $920,000. 


. Loans from Canada 


1988 1987 


(in thousands of dollars) 
Term loans bearing interest 
at 11.0% to 12.43% maturing 
between December 31, 1998 
UVM ISD ou ounce moco man omoncMdomEaoL 


20,052 20,052 


. Contributed capital 


In 1987, the non-interest bearing loans in the amount of 
$47,791,000 were forgiven by Canada. This amount has been 
credited to contributed capital. 

Payments from excess cash made in 1986 to Canada and 
treated as Contribution to Canada in the amount of $1,033,000 
have been reclassified to contributed capital. 
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SAINT JOHN PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


The Minister of Transport has approved a reduction of 


the 


deficit as at January 1, 1987 in the amount of $76,595,000 with 


a corresponding reduction in contributed capital. 


8. Rental settlement 


During the year, a rental dispute with several of the Corpor- 


ation’s tenants was settled. This dispute has been ongoing 


for 


several years and the Corporation had provided annually for its 


settlement based on their best estimate. 
In 1988, $398,000 representing the excess provision over 


the 


settlement amount was taken into income. 1987 rental income 


was reduced by a settlement provision of $970,000. 


9. Net change in non-cash working capital balances related 
operations 


This consists of the following: 


1988 19 


to 


87 


(in thousands of dollars) 


Decrease (increase) in current 


assets 
INGEOUUSAGONEIIO ~aounasodoodenesor (304) 862 
Materalstand supplicSe assassin 48 36 
(256) 898 
Increase (decrease) in current 
liabilities 
Accounts payable and accrued charges ... (2,153) 1,477 
Deferredirevenucsinn eee eet erence 6 56 
Grants in lieu of municipal taxes ........ 103 (549) 
(2,044) 984 
(2,300) 1,882 


10. Related party transactions 


During the year the Corporation paid $728,000 (1987— 


$652,000) to Canada Ports Corporation as its share of t 
Corporation’s head office expense. 


11. Comparative figures 


hat 


The comparative figures have been reclassified to conform to 


the financial statement presentation adopted for 1988. 
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SUMMARY PAGE 
ST. JOHN’S PORT CORPORATION 


MANDATE 


Administration, management and control of the Harbour of St. John’s and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


St. John’s Port Corporation was established on June 1, 1985, pursuant to the national ports policy to create local ports 
corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. Cargo handled by the corporation’s facilities in 1988 
amounted to 0.5 million tonnes. 


CORPORATION DATA 


HEAD OFFICE 3 Water Street 
P.O. Box 6178 
St. John’s, Newfoundland 
AIC 5X8 
STATUS — Schedule III, Part II 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1985; letters patent issued by the Minister of Transport, pursuant to 
INCORPORATION subsection 25(1) of the Canada Ports Corporation Act. 
CHIEF EXECUTIVE David Fox 
OFFICER 
CHAIRMAN Fred Milley 
AUDITOR Doane Raymond 


FINANCIAL SUMMARY (§$ million) The financial year is the calendar year. 


7 months to. 
1988 1987 1986 Dec. 31, 1985 
At the end of the year 
TTOtALASSCES wens sce aa en cee, de Rae ans ny es eave ol oe 16.9 15.6 14.4 16.9 
Obligations towne private: Sector .n02. ne aerate eels nil nil nil nil 
Obtisations to: Ganaday 09.41.40. 15 ceoncne terre heenria sens 33 Pape) ES 1.6 
Bamity of Canada ryem orig) cn it crew aan eel re aire yeah 1223 1222 ILS L352 
Cash from Canada in the period 
m= DUC SEALY: 0s sek hacia, 2 esse wkend he ae nil nil nil nil 
—— non-budsetary a. 43 ree 1 rere eee ag oat 0.8 1.0 nil nil 


* Takes no account of payments to Canada: in 1987, dividend $0.2 million and, in 1986, special contributions, $1.8 
million. 
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ST. JOHN’S PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of the St. John’s Port Cor- 
poration as at December 31, 1988, and the statements of income and 
surplus and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Ports Corporation Act and the by-laws of the Corporation. 


Doane Raymond 


Chartered Accountants 
St. John’s, Canada 


February 17, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
CEN Eee oo Lae Con ean ee eee oe 36,008 83,548 Accounts payable and accrued liabilities .... . 776,689 495,085 
InVestmentsi(NOtes) eeu tous ahs iors dene 1,920,228 863,594 Grants in lieu of municipal taxes ........... : 93,175 35,464 
ACCOUNTS TECELVADIC niet bear acestese tars yoy elev 361,184 284,223 Deferredirevenvessr enero crn net aee ; 278,696 255,783 
2,317,420 1,231,365 Current portion of loans from 

Bixed (Note) me erence As. a8. bemtsait ive 14,563,595 14,332,175 Canada ,.... 1... e eee eee eee eee 200,622 124,836 
1,349,182 911,168 
Accruedemployee Denellts mentee eerieert : 107,324 87,764 
Loans from Canada (Note 5) ..............4. : 3,132,162 2,332,784 


4,588,668 3,331,716 


EQUITY 
Contributedtcapitalererrinere scien) etek : 10,131,636 10,131,636 
Surplusieiioeyocsesers torch ate sere ve aerators Pa oars ; 2,160,711 2,100,188 
12,292,347 12,231,824 
16,881,015 15,563,540 16,881,015 15,563,540 


Contingencies (Note 6) 


On behalf of the Board: 


FRED MILLEY 
Chairman 


DAVID J. FOX 
Port Manager and Chief Executive Officer 
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STATEMENT OF INCOME AND SURPLUS 
YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 

Revenue from operations: ......5...4.)....--.+> 2,707,306 2,433,220 
Operating and administrative expenses ......... 1,718,025 1,527,745 
Depreciation ae ries tr racvack rie neneiene renner 747,357 808,049 
Grants in lieu of municipal taxes .............. Sea 52,224 

2,523,093 2,388,018 
Income nromioperationsms. ere eer 184,213 45,202 
Investmentincomes aey...qcs- ee icrsideleato erik: 135,778 230,480 
INnterestiexDenSee ary rie eral csieisiet terial te escorts (259,468) (146,785) 
ING BINCOMG muy, asc y.iot ide eietetOnT hal ister eneisagers 60,523 128,897 
Surplusybesinning ofyeaneet seer terres re 2,100,188 2,123,765 

2,160,711 2,252,662 
BDividendito!|Canadatanasiscn asi aiir rere ster 152,474 
Surplussiend:of year sac sreeto eieiels ol-asielelekstere 2,160,711 2,100,188 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 
Cash provided from (used for) 
Operating activities 
INFINITI co saconnocodsnnosonnabananes 60,523 128,897 
Depreciation pyri tirecyatte treet sere 747,357 808,049 
Othernon-cashhitemsS) cy ..e0s peice te cneler rarer 55199 7,938 
813,079 944,884 
Changes in 
Accountsirecetvable marys ery. ister rots (76,961) 10,925 
Accounts payable and accrued liabilities . . 281,604 215,054 
Grants in lieu of municipal 
TAXES Ron ceyrsece Pe hniets cree sicle thes lasers, Sasi (65,226) 
Deferredirevenules acts eters verter 22,913 84,364 


Current portion 
of loans from 
Canad aes ere cas sats asc ocre ote retrae 75,786 68,003 


1,174,132 1,258,004 


Financing activities 


EoansstronmC anaddcernrterel. etter te ierres 799,378 875,164 
Dividend to 

Gariadalaicls ete cieetcheteue chon orenetehe eisestolspehsts (152,474) 

799,378 722,690 
Investing activities 

Proceeds on disposal of investments ....... 936,295 
Proceeds on disposal of fixed assets........ 20,283 57,900 
Purchase of, fixed!assets. ..... «20.00 aneene se (984,699) (5,040,968) 


(964,416) (4,046,773) 


Neticashi provided (Used) ier irrasistielietisieterire 1,009,094 (2,066,079) 


Cash and short-term investments, beginning of 


YO AT errt Ne ston Pek SHPO Cet ETM Mee alce BUni ere Sturt 947,142 3,013,221 


Cash and short-term investments, end of year.... 1,956,236 947,142 
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NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


ile 


In accordance with the Canada Ports Corporation Act, a 
petition for the establishment of a local port corporation at the 
Port of St. John’s was approved and the St. John’s Port Corpor- 
ation was established effective June 1, 1985. 

In accordance with the Canada Ports Corporation Act, the 
assets, liabilities and equity were transferred at their carrying 
values in the accounts of the Canada Ports Corporation—Port 
of St. John’s to the St. John’s Port Corporation. 


. Significant accounting policies 


(a) Investments 


The investments, which are direct and guaranteed securities 
of Canada, are shown at amortized cost. Premiums or dis- 
counts are amortized over the periods to maturity. 


(b) Fixed assets 


Fixed assets are recorded at cost except for those trans- 
ferred to the Corporation from Canada, which are recorded 
at appraised or fair market value established at the time of 
transfer. Grants towards capital projects received from Ca- 
nada and from third parties are deducted from the cost of 
the related fixed assets. 

Depreciation is recorded on the straight-line basis for the 
full year, commencing with the year the asset becomes 
operational, using rates indicated in Note 4. 


(c) Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by 
Canada. Contributions to the plan are required from both 
the employees and the Corporation. The annual contribu- 
tions for pensions are recognized in the accounts on a 
current basis. 


(d) Grants in lieu of municipal taxes 


The expense for grants in lieu of municipal taxes is based 
on estimated municipal assessments adjusted in accordance 
with the Municipal Grants Act. Grants are paid after the 
amounts have been audited by the Municipal Grants Divi- 
sion of Public Works Canada. Any adjustments upon 
finalization are reflected in the accounts in the year of 
settlement. 


(e) Employee benefits 


The Corporation accrues in its accounts, annually, the esti- 
mated liabilities for severance pay, annual leave and 
overtime compensatory leave, which are payable to its em- 
ployees in subsequent years in accordance with its policy. 


. Investments 
1988 1987 
Amortized Face Amortized Face 
cost amount cost amount 
$ $ $ $ 
Short-term ..... 1,920,228 1,935,300 863,594 897,300 
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ST. JOHN’S PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


4. Fixed assets 


Depreciation 


san GAP AG ACH AR ESHA sca tN ne Ue OES an atta. ce ee ee ae 
Berthing 

SUTUCTULCS oe serch ogoteite oii) suok ikea se eer sfate Tuadoncutie Peden ANRES wlecesocrecee 2 
Buildingst Mr mist cant tdetek rae aa sot al eee vom Ge StietS. LEE 
Wulities eee et kf. or stv arensan eerste de cid hoi uyadve oe 


SUlIACES ees reie eT tines REP Oe Te 
Machinery and 

equIPMENts AA ar, FA Ts Wee ane Mee Le Aa tise it) bites 
Office furni- 

ture and 

equipment eee aily tere eee aie Tae meats Ale 
Projects 

under 

CONSHEUCHOM sci tosh ite hee eateries tnd on okt oer eee ena 


. Loans from Canada 


1988 1987 
$ $ 
Loans bearing interest at 9.33% and 
10.015%, maturing in 1997 and 2000, 
repayable in equal instalments 
of principal and interest of 
SS QUES Greer ae oe, tis ors dane esas 3,332,784 2,457,620 
Principal instalments payable within 
ONEAVE AIA se eitars yar vax st aserseoyoras nus os ac Skeets 200,622 124,836 
3,132,162 2,332,784 


The loans are unsecured. 

Annual principal repayments in each of the next five years 
are as follows: 1989—$200,622; 1990—$220,036; 1991— 
$241,331; 1992—$264,689; 1993—290,309. 


. Contingent liabilities 


Claims aggregating approximately $364,000 arising from al- 
leged damages suffered on the Corporation’s property have 
been received by the Corporation. The Corporation is a third 
party defendant, and has denied any liability, and no material 
loss is anticipated. 

In addition, claims aggregating approximately $170,000 have 
been received arising from quantity overruns on capital pro- 
jects. The Corporation is disputing these claims and no material 
loss is anticipated. 


. Subsequent event 


Subsequent to the balance sheet date, the Corporation re- 
ceived approval of a capital grant in the amount of $3,400,000 
from the federal government. The funds will be advanced to the 
Corporation over the years 1989 to 1991, and will be used to 
extend and upgrade port facilities. 


eee 


rate 
% 


2.5-10 
2.5-10 
3.3-10 
2.5-10 


5-100 


20 
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1988 1987 
Accumulated Net Net 
Cost depreciation book value book value 
$ $ $ $ 
4,643,700 4,643,700 4,643,700 
8,170,054 5,404,346 2,765,708 2,821,573 
1,615,922 1,225,289 390,633 421,406 
3,123,735 675,359 2,448,376 2,580,329 
4,173,992 896,653 3,277,339 3,586,506 
222,257 77,441 144,816 145,948 
159,543 113,837 45,706 63,275 
847,317 847,317 69,438 
22,956,520 8,392,925 14,563,595 14,332,175 
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SUMMARY PAGE 
ST. LAWRENCE SEAWAY AUTHORITY, THE 


MANDATE 


Construction, operation and maintenance of canals, bridges, works and other property related to the deep waterway 
between the Port of Montreal and Lake Erie, known as the St. Lawrence Seaway. 


BACKGROUND 


The St. Lawrence Seaway Authority was established in 1954 to construct and operate the Seaway in conjunction with 
an appropriate authority in the United States and to construct, maintain and operate bridges and other works and property 
incidental thereto as the Governor in Council may deem to be necessary. The Authority operates 13 locks and related 
works in Canadian territory along the waterway, as well as four high-level bridges traversing the St. Lawrence River. 
Two locks in the United States are operated by the St. Lawrence Seaway Development Corporation. 


A wholly-owned subsidiary, the Seaway International Bridge Corporation, Ltd. was established in 1962 to manage the 
international bridge at Cornwall, Ontario. A second wholly-owned subsidiary, the Jacques Cartier and Champlain Bridges 
Incorporated was established to manage the two high-level bridges in Montreal when these were transferred from the 
National Harbours Board in 1978. A third wholly-owned subsidiary, Great Lakes Pilotage Authority, Ltd. is a parent 
Crown corporation for the purposes of the Financial Administration Act. The Canadian span of the Thousand Islands 
Bridge at Lansdowne, Ontario has been directly administered by the Authority since this property reverted to Canada in 
1976. 


CORPORATION DATA 


HEAD OFFICE 360 Albert Street 
Ottawa, Ontario 
K1R 7X7 
STATUS — Schedule III, Part I 
— an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1954; pursuant to section 3 of the St. Lawrence Seaway Authority 
INCORPORATION Act (R.S.C. 1985, c. S-2). 
CHIEF EXECUTIVE W.A. O'Neil 
OFFICER 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987** 1986 

At the end of the period 

Total Assets: afin anei ace oes oy cee ees heme neta ate 604.5 603.0 652.8 645.3 

Obligationste theprivate sector)... hea, aeons nil nil nil nil 

Obligations: to. Canada conte cis eon hate ene heen eres nil nil* 210.0 210.0 

Eauity of Ganadatiny tena reetee maven. chain ee ace ee caver sae 5/0.) 70:5" 417.2 407.7 
Cash from Canada in the period 

== DUG SECA akia anes (asic wtect ie vane aime aoe sano nes 25.4 24.5 13:2 nil 

== NOU-DUCSCLALY 2513 No aac eae arottrereteoieestaraee arora stare nil nil nil nil 


* Obligations to Canada were forgiven by Transport vote 2c, 1987-88. This resulted in some reduction of corporation 
Fixed Assets, because a portion of the interest obligation had been capitalized, but mostly it added to the Equity of 
Canada. 


** These data do not reflect restatement of this year’s accounts in the corporation’s 1987-88 Annual Report. 
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THE ST. LAWRENCE SEAWAY AUTHORITY 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1989 and the statements of operations, 
deficit and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Authority as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Authority that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, The St. 
Lawrence Seaway Authority Act and the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada : 


May 12, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 
(in thousands of dollars) 


315 


ASSETS 1989 1988 


Current 
Cashyanditermidepositsmen. ee eee 1S355i7) 13,417 
ACcountsirecelvableluc nec ee nea ee 8,692 7,283 
Accrued interest receivable ......-.4:e5....- 1,143 1,526 
Suppliessinventotyesy reins oer Aerie 2,841 2,846 


28,233 25,072 
Long-term receivables (Note 3) ............... 149 203 


Investments 
Long-term investments (Note 4) ............. 41,440 32,940 
Subsidiary companies (Note 5) .............. 10 10 


41,450 32,950 
Fixed. (Note iG) acytenrs yas terrae sv a ee 534,711 544,731 


604,543 602,956 


LIABILITIES 


Current 


Accounts payable 


andiaccrued) abilities + seine eee eee : 


Long-term 
Accrued employee termination benefits 


(NOTA) ak cetara srecaercicg Sere TT 5 


Contingencies (Note 10) 


EQUITY OF CANADA 


Contributed capital (Note 7) ................ : 


Deficit 


1989 


1988 


15,831 


14,046 


12,244 


12,120 


28,075 


624,950 
(48,482) 


26,166 


624,950 
(48,160) 


576,468 


576,790 


604,543 


602,956 


Approved: 


W.A. O’NEIL 
President 


R.J. FORGUES 
Comptroller and Treasurer 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


1989 1988 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
TOlSeee ESE SASS A SER Rs Bo Ss a Oe ee ee eke 27,310 32,697 60,007 60,007 55,628 
Weasessand licenses iircsrars Got: a tedeereiesosaeh ei Sie ew caer oes hei Ee eis gene ene 690 2,643 3,333 362 3,695 3,258 
OLS Bas EN Re I HS Se OOo OO Onn Sore HOON ONE lod eg 1G, we Oreos 
28,706 35,991 64,697 1,618 66,315 61,850 
Expenses 
(O}Sets oerdan apo oad anon dp oon aussie 5.q0nc0 Due aivuodun Gow sc 6,368 10,394 16,762 16,762 16,674 
Maintenancers stiri s.ccte tees alone Se ee shat avaiate a AR Porat ered ata ar eet oe 10,727 12,452 23,179 234 23,413 22552 
Administrationi-ei7) Ss ht eae Se asd oe ct Pe eines Bae 4,947 5,270 10,217 38 10,255 9,952 
ISEEUMMENUSES Gododdsadsnes HareSOds ens obAogop ano bavugcddoMd so Bg OF 0 4,141 5,218 9,359 36 9,395 8,872 
Depreciation ntyacercer teas rose eres ela tee ote ciele rete lo nae eel 4,738 5,726 10,464 32 10,496 10,043 
Employee termination! benefits. metre ttetretet- orcteiclevole tetetels hte oleh fet : 606 891 1,497 1,497 1,758 
Other expensesteceresew pane iseks tet ean ekes ier eaenere ey Latent retort te 344 137 481 481 1,058 
31,871 40,088 71,959 340 72,299 70,909 
Incomes(loss)tromioperatonsmr mr trri eerie siti rcietelererten oe kewer (3,165) (4,097) (7,262) 1,278 (5,984) (9,059) 
INVEstmenbtiunCOMe sere s stows tes ere erra eer ae cronies ceva nrecek oer ete retool onstate 2,365 2,980 5,345 317 5,662 4,640 
INetincome (loss) tomes yearmertn eater aterecr tel tale creitelae cree ta er ranean (800) (1,117) (1,917) 1,595 (322) (4,419) 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 
1989 1988 
Thousand 
Islands 
Seaway Bridge Total Total 
Deficit (retained earnings), 
beginning of the year... . 51,923 (3,763) 48,160 220,919 
Loss (net income) for the 
VEAN eee ane cit cere fare we : 1,917 (1,595) B22 4,419 
Forgiveness of deferred 
interest (Note 7) ....... : (177,178) 


Deficit (retained earnings), 
endonthesyeannenrr te : 53,840 (5,358) 48 482 48,160 
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THE ST. LAWRENCE SEAWAY AUTHORITY—Continued 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
(in thousands of dollars) 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and objectives 


— a The St. Lawrence Seaway Authority was established in 1954 
ousand i ; fir 
[aeds under The St. Lawrence Seaway Authority Act and is classified 
Seaway Bridge Total Total as a parent Crown corporation under Schedule III Part I of the 
Financial Administration Act. 
Cash provided by The Authority was established to construct and operate a deep 
(used in) waterway between the Port of Montreal and Lake Erie together 
Operating activities with such works and other property, including bridges inciden- 
Income (loss) for the tal to the deep waterway, as deemed necessary by the Governor 
V CAT scrcettebsesabe «= s13-« : (1,917) 1,595 (322) (4,419) in Council. 
Items not involving Under the St. Lawrence Seaway Act the Authority must file 
cash the tariff of tolls with the National Transportation Agency. This 
(Profit) loss tariff of tolls then becomes operative from the date of filing. 
on disposal 
of fixed assets ..... : 153 153 (20) : es 
Depreciation ........ . 10,464 32 10,496 10,043 - Accounting policies 
Provision for The financial statements have been prepared in accordance 
termination with accounting principles generally accepted in Canada. A 
Dene fitseee ee eee : 1,497 1,497 1,758 summary of significant accounting policies follows: 
euch oee a (a) Supplies inventory 
working capital 
components other Supplies inventory comprises equipment and supplies used 
than cash and in the operation and maintenance of the Seaway and is 
term deposits ..... : 995 (1,604) (609) (559) recorded at cost. 
Cash provided (b) Investments in subsidiary companies 
eae prtihes 2 TEL AE Investments in wholly-owned subsidiary companies are re- 
Se ae aa f z : : corded at cost. The financial statements of the subsidiary 
Financing activities companies have not been consolidated in these financial 
Funding from Federal Statements because changes in the equity of the subsidiaries 
Government for do not accrue to the Authority. Separate audited financial 
Welland Canal statements for each of the subsidiary companies are avail- 
Rehabilitation able to the public. 
Pro otal eestor 25,400 25,400 24,500 f 
Cash provided by (c) Fixed assets 
financing Fixed assets are recorded at cost. Replacements and major 
ACtIVITICS 25,400 25,400 24,500 improvements which increase the capacity of the deep 
investing activities waterway system or extend the estimated useful lives of 
Reduction in long-term existing assets are capitalized. Repairs and maintenance are 
gen Nae 54 54 54 charged to operations as incurred and major betterments 
Purchase of investments . (21,500) (21,500) (9,053) incurred to assure the reliability of the system are capi- 
Purchase of fixed assets.. (26,256) (23) (26,279) (26,598) talized. The cost of assets sold, retired, or abandoned, and 
Proceeds from disposal the related accumulated depreciation are removed from the 
of investments ....... 13,000 13,000 6,716 accounts on disposal. Gains or losses on disposals are 
Proceeds from disposal credited or charged to operations. 
offixediassetseaca.e. 250 250 61 Depreciation is recorded using the straight-line method 
Cachaicedlin based on the estimated useful lives of the assets. 
investing (d) Welland Canal Rehabilitation Program 
Serie CY HeAFLOTOLe Sas) 2) hE Tan l25 820) Funding received from the Government of Canada towards 
Increase in cash .......... 2,140 2,140 2,483 this program is accounted for by crediting the amount 
Cash and term deposits at against the costs of related capital projects undertaken 
beginning of year ....... 13,417 13,417 10,934 during the year, with depreciation to be calculated on the 
Cash and term deposits at net amount. 
endofiyearg.yeniae.. eieh. a. 15,557 155557, 13,417 (e) Employee termination benefits 
Working capital Employees of the Authority are entitled to specified bene- 
eautyehs fits on termination as provided for under labour contracts 
. i r - 
Cie a aa aan asa Tell ener ome a 
Current liabilities ....... 19,925 (4,094) 15,831 14,046 
employees. 
8,308 4,094 12,402 11,026 
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(f) Pension plan 


All employees of the Authority are covered by the Public 
Service Superannuation Plan administered by the Govern- 
ment of Canada. Contributions to the Plan are required from 
both the employee and the Authority. These contributions 
represent the total liability of the Authority and are recog- 
nized in the accounts on a current basis. 


wa 


(g) Employee life insurance plan 


The Authority provides an annual life insurance plan for its 
employees on a self-insurance basis. Surpluses, premiums 
and deficits from the plan are included in revenues and/or 
expenses in the year in which they apply. 


(h 


— 


Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the 
Authority with the management and operation of the Thou- 
sand Islands Bridge, while the real property was vested in 
the name of Her Majesty in Right of Canada. Subsequent 
capital expenditures made by the Authority to improve the 
Bridge have been recorded as fixed assets. The retained 
earnings of the Bridge represent its cumulative earnings 
since September 1976. 

These financial statements have segregated the operations 
of the Thousand Islands Bridge on the premise that its 
management and operation by the Authority is independent 
of Seaway operations. 


3. Long-term receivables 


The Authority has entered into long-term contractual agree- 
ments for the sale of one parcel of land and for the recovery of 
costs associated with the construction of certain facilities. 
Long-term receivables outstanding at March 31 are as follows: 


1989 1988 


(in thousands 
of dollars) 


5 1/2% interest, recoverable 

in blended annual installments 

of $28,000, maturing 

INL OOS ae tea Wee ier erie ite wee nn 115 135 
Non-interest bearing, recoverable 

in annual installments of $33,952, 

Maturing GOO Pye tee rect eeetla els 34 68 


149 203 


. Long-term investments 


In order to provide for major capital improvement projects of 
The St. Lawrence Seaway and the rehabilitation of the Cana- 
dian span at the Thousand Islands Bridge and for future 
employee termination benefits, the Authority has set aside the 
following long-term investments: 


1989: 1988 
(in thousands 
of dollars) 
Capital improvement 
Canada Bonds 
Cost, maturing on varying dates 
up to 1995 
Par value $15,000 
(1988—$ 15,000) 
Market value $14,459 
(SS8—— S15 SIT) ie evereetcater reer 14,940 14,940 
Treasury Bills, maturing May 1989 
Marketivalue $$; 500m eee , 8,500 
Investment Certificates, maturing 
March 1990 
Market value $5,000 
(19882535000) eran ts sacs eee. : 5,000 5,000 
28,440 19,940 
Termination benefits 
Deposit with Consolidated Revenue 
Fund acpgaresiicrsel mrs entities F 13,000 
Treasury Bill, maturing May 1989 
Market value $13,000.............. ; 13,000 
41,440 32,940 


. Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist 
of the following: 


Number of 
shares Cost 
$ 

Great Lakes Pilotage Authority, Ltd. 

(GEPA)) erecta eteaten sronniar is wes sete isp aaeae : 15 1,500 
The Jacques Cartier and Champlain Bridges 

Incorporated|(JGCB) erica: sate ace ‘ | 100 
The Seaway International Bridge Corporation, 

Ltd.\(SIBC) Cea aera ee ine terranes : 8 8,000 


9,600 


During the year ended March 31, 1989, the Authority pro- 
vided JCCB with certain administration services for which it 
charged $745,000 (1988—$627,000). At March 31, 1989, 
$189,000 was outstanding (1988—$79,000). 

Each calendar year, SIBC pays a bridge user charge to the 
Authority (1988—$182,580; 1987—$368,000) to amortize the 
Authority’s construction and interest costs related to the North 
Channel Bridge. At March 31, 1989, $5.6 million (1988—$5.8 
million) in construction costs remained unamortized. During 
the 1987 year, a reduction of $5.3 million was caused by the 
cancellation of interest, as explained in Note 7. 


The Canadian Coast Guard provides the Authority with navi- 
gational aids services. The fee paid by the Authority for this 
service during the year amounted to $545,000 (1988— 
$525,000). 
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6. Fixed assets 


1989 1988 
Accu- 
Depre- mulated 
ciation depre- 
rate Cost ciation Net Net 
(in thousands of dollars) 
Seaway 
Land (nna 30,100 30,100 30,324 
Channels and 
canals .... 1% 249,108 71,166 177,942 180,433 
KockSeanen lon) 236:814 87,512 149,302 151,614 
Bridges and 
tunnels ... 2% 101,428 43,881 57,547 50,415 
Buildings ... 2% 12,045 6,740 5,305 5,476 
Equipment .. 2-20% 28,064 13,126 14,938 15,046 
Remedial 
works .... 1% 121,458 24,114 97,344 107,720 8. 
Works under 
construc- 
(HOI Gb.ooe < 969 969 2,430 


779,986 246,539 533,447 543,458 
Thousand Islands 
Bridge 
Improvements 2% IS y7/5) 311 1,264 203: 


781,561 246,850 534,711 544,731 


Welland Canal Rehabilitation Program 


In 1985, the Authority engaged consultants to examine in 
detail, and report on, the structural condition of the Welland 
Canal system. The report was submitted during 1986 and, as a 
result, a seven-year $175 million rehabilitation program has 
been devised to refit the Welland Canal and ensure a continued 
safe and reliable waterway into the 21st century. The program 
consists of refurbishing of lock walls, stabilizing the canal 
banks and approach walls, and rehabilitating ancillary struc- 
tures. 

During 1986, the Government of Canada approved funding to 9 
finance the Welland Canal Rehabilitation Program for an 
amount not to exceed $175 million over a period of seven years 


as follows: 

(in. millions 

of dollars) 
1986287) seve gee Pte aie ecrcie aac ese eae wraveiorosaimnare ee NB? 
TORT ER Retreat nines esvoc 1s airy tec aetel ok so auch ore ses 24.5 
LOS8=8 Ole ioet nae. ets Se ee ESA eS fk REE Es 25.4 
1989-90) rres eee cent eet atte Semikae dei SEG Pees cee oe 26.9 
S810 E00 Hit Sear ee eS ae Og ae ne ae Mee caan eae AHS} 
LOOT OD ere eee orca cite orem rrr eine e,. 28.7 
1902 - OS Wir Parente corte ioe ra eR Maitre Tero CEE eet ele 29.0 


DREN os cinchernieae orn oes PESO hOMnCnnIONd cadicrci trey RRNA >, OE 175.0 


To date the federal government funding has amounted to 
$63.1 million, all of which has been spent on the program and 10 
has been deducted from related works under construction. As at 
March 31, 1989, $57.107 million of the approved amount for 
the first three years was received. The balance of $5.993 million 
is included in accounts receivable. 


7. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million 
were converted to equity by parliamentary appropriation. This 
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amount was recorded as contributed capital. The unpaid inter- 
est of $210 million on these loans was not converted and was 
reflected on the balance sheet as deferred interest. 


In December 1987, through Transport Vote 2c, both the con- 
tributed capital and deferred interest were forgiven by 
Government of Canada. 

The Authority accounted for the deletion of deferred interest 
through a reduction of its 1987-88 deficit by $177.2 million as 
well as write-down of fixed assets by $32.8 million repre- 
senting interest capitalized during construction. 

The parliamentary appropriation authorizing the 1977 con- 
version of loans from Canada to equity also authorized the 
Minister to fix, from time to time, the amount that shall be paid 
by the Authority annually out of its toll revenue as a return on 
capital. No return on capital has been required to be paid for 
the years ended March 31, 1989 and 1988. 


Income taxes 


The Authority, as a prescribed Federal Crown corporation, is 
subject to the provisions of the Income Tax Act. The Authority 
is not subject to any provincial income taxes. 

The Authority is of the opinion that the forgiveness of 
deferred interest by the Government of Canada (see Note 7) 
will not result in any tax liability. Currently, discussions are 
continuing between the Authority and the Department of Na- 
tional Revenue to resolve the matter. 

Currently, undepreciated capital cost for tax purposes is in 
excess of the net book value of fixed assets by approximately 
$219 million. The tax effect of this excess has not been recorded 
in the accounts of the Authority. Should the Authority not 
receive a positive ruling, this excess would be reduced by 
approximately $210 million. The Authority has also accumu- 
lated research and development costs of approximately $4 
million which are available to reduce the taxable income of 
future years. 


Accordingly, no current or deferred tax liability has been set 
up. 


. Commitments 


At March 31, 1989, contractual obligations for capital and 
other expenditures, including Welland Canal Rehabilitation 
Program, amounted to $3.1 million (1988—$1.7 million). 

The Authority is committed to make future minimum opera- 
ting lease payments, required for office space for a term in 
excess of one year, as follows: 


(in thousands 


of dollars) 
1989-90 erie eames Stoo hid Maley eke Merereres oh ce imethers 269 
199029 liecrean Sette scot Acta ones cae Eine 269 
LOO 19 2 ee fis, een enoh an raed raed Sareea < byose & Miniate 269 
199 220 3 Hap Ate ses tga. he toterej Maes ry A sa A vent Neer bee sik os 269 
1993 94 ei crie crak trevesMiei aie avavase Oa eat a ITO a CMe Niger re 269 
SUDSeqUeHEVEAIS eh aves a csr daaiicioe ae cece > 694 


. Contingencies 


There is a total of $77.1 million in claims instituted against 
the Authority. These arise from a breakdown of the Valleyfield 
bridge in November 1984, an October 1985 Lock 7 wall blow- 
out, compensation and damages in connection with the 
expropriation of lands and various other claims. The Authority 
is contesting all these claims and their outcome cannot be 
determined at this time although management is of the opinion 
that these actions will not result in any material losses to the 
Authority. The Authority is also the claimant in certain other 
pending or threatened claims and lawsuits. 
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APPENDIX 1 
THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED 


AUDITOR’S REPORT 
TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The Jacques Cartier and 
Champlain Bridges Incorporated as at March 31, 1989 and the 
statements of operations, deficit, contributed capital and changes in 
financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as I con- 
sidered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations and the 
charter and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


May 5, 1989 


BALANCE SHEET AS AT MARCH 31, 1989 


ASSETS 1989 1988 LIABILITIES 1989 1988 
$ $ $ $ 
Current Current 
Cashranditermidepositsinacraactriae le errs lores 3,765,770 4,245,813 Accounts payableje. acters gates hte sof terat aeothe> . 2,266,766 2,219,766 
Accounts receivables cis ccs crocs oieces 71,539 151,585 Due to parent company ................... : 189,091 70,208 
Due fromiGanada tees eee ee ee oe ee 2,154,751 1,433,752 Deferneditevenuesi. ee eo eee as 5 344,687 349,660 
5,992,060 5,831,150 2,800,544 2,639,634 
Fixed Dongen ow ase 
erent ent net a mf 3,771,945 3,785,545 Bron rigetonemployecitenmaston 
Bridges et Gree eects eek eee 73,276,394 73,276,394 DeNneftS 26-2 vee eerererr secs eenes - 646,204 601,904 
Vehicles andjequipment scree ecer eerie 822,152 771,958 3,446,748 3,241,538 
77,870,491 77,833,897 
Less: accumulated depreciation ............. 59,907,062 58,785,047 SHAREHOLDER’S EQUITY 


17,963,429 19,048,850 ; 
Capital stock 


Authorized—S0 shares without 


par value 
Issued and fully paid—1 share............. : 100 100 
Contributedicapitaly. cian er ctl. eae istics iar: . 32,592,693 32,584,464 
Deticiter nt. Gatt-iiscl y lanes gees lise pee (12,084,052) (10,946,102) 
20,508,741 21,638,462 
23,955,489 _ 24,880,000 23,955,489 24,880,000 


Approved by the Board: 
WILLIAM A. O’NEIL 
Director 


ROGER FORGUES 
Director 
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STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1989 


Jacques 
Cartier Champlain Total 
Bridge Bridge 1989 1988 
$ $ $ $ 
Revenues 
to) [Eaepione meron nee ; 7,874,963 7,874,963 7,642,908 
Interest gases act ss . 53,796 319,887 373,683 298,800 
Other riers syacsereteieiey <iexovere-< . 176,393 104,790 281,183 153,806 
230,189 8,299,640 8,529,829 8,095,514 
Expenses 
Maintenance; se)... 5). . 4,155,842 6,891,857 11,047,699 7,406,829 
Operation gocetag. F455 Fae . 1,228,408 3,240,883 4,469,291 4,515,378 
Administration .......... . 589,628 1,542,354 2,131,982 2,138,105 
Depreciation. ..--.s4-1 , 80,920 1,052,230 1,133,150 1,121,297 
6,054,798 12,727,324 18,782,122 15,181,609 
Loss before unusual 
items. shyt Rites ree . 5,824,609 4,427,684 10,252,293 7,086,095 
Unusual item—Licensee 
revenue from prior 
VOAIS os sree sis s/apaepsteiaberstetD OL S22 501,822 
Koss for thetyeanerr4-- 1-1 . 5,322,787 4,427,684 9,750,471 7,086,095 
STATEMENT OF DEFICIT 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
Balance at beginning of the year .............. 10,946,102 16,426,194 
Write-off of accrued interest previously 
charged to operations (Note 7) .............. 6,562,903 
10,946,102 9,863,291 
Hosstforitheiyeat. 2256. .t0.. aici eal. <b enelgole t 9,750,471 7,086,095 
20,696,573 16,949,386 
Parliamentary appropriation—Operations ...... : 8,612,521 6,003,284 
Balanceiatend of ine weatomcmal raider ae 12,084,052 10,946,102 
STATEMENT OF CONTRIBUTED CAPITAL 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
Balance (deficiency) at beginning 
Ofithe eat aenirareters tee eversty eral teraty= 32,584,464 (71,713,153) 
Write-off of debts due to Canada 
assumed at the creation of the 
Corporation| (NOte) meets \ercine eerie 104,193,149 
32,584,464 32,479,996 
Parliamentary appropriation— 
FixeditaSsets es repaaciie rings cleieie soles eee 8,229 104,468 
32,592,693 32,584,464 


Balance at.end ofjthe:years. 22.2. 2k) fits Fe arte 
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STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 
1989 1988 
$ $ 
Operating activities 
Net lossifor, the iyeatnsnscrt. ste cs ssstoisicests es : (9,750,471) (7,086,095) 
Non-cash items 
Depreciation yyy oye e\ecrs,5 hse 4 verecoks ; 1,133,150 a4) A7/ 
Increase (decrease) in the provision for 
employee termination benefits ......... ; 44,300 (38,486) 
Gain on disposal of fixed assets.......... ; (39,500) 


(8,612,521) (6,003,284) 
Changes in non-cash items of working 
CAPitalMarerce sale cieteisiciencis tect cris eit entero eee : 240,956 798,211 


(8,371,565) (5,205,073) 


Investing activities 
Additions to fixed assets ................. : (61,329) (104,686) 
Proceeds from the disposal of fixed assets ... . 53,100 218 


(8,229) (104,468) 


Financing activities 


Parliamentary appropriation ............... : 8,620,750 6,107,752 

Cash and cash equivalents 
Increasevonthei yearn ener eciee : 240,956 798,211 
Balance at beginning of the year ........... : 5,679,565 4,881,354 
Balance at end of the year(*) ............. : 5,920,521 5,679,565 
(*) Cash and term deposits ................ ‘ 3,765,770 4,245,813 
Due from Canada ..................-- b 2,154,751 1,433,752 


5,920,521 5,679,565 


Working capital position at 


year-end 
Gurrentsassetsincettcrre teste omiciet octane 5 5,992,060 5,831,150 
Current liabilities, 2 aciyeisste0.. ccsiersieierste 5.6 : 2,800,544 2,639,634 


3,191,516 3,191,516 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and activities 


The Jacques Cartier and Champlain Bridges Incorporated was 
established under the Canada Business Corporations Act on 
November 3, 1978 and is a wholly-owned subsidiary of The St. 
Lawrence Seaway Authority, which is a Crown corporation 
named in Part I of Schedule III to the Financial Administration 
Act. 

The Corporation is partially dependent on the Government of 
Canada for its financing. 

Effective December 1, 1978, the Corporation assumed the 
responsibility for the operation, maintenance and control of the 
Jacques Cartier and Champlain bridges and of a portion of the 
Bonaventure Autoroute, situated in the Montreal area. 
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THE JACQUES CARTIER AND CHAMPLAIN BRIDGES INCORPORATED—Concluded 


NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989—Concluded 


2. 


Significant accounting policies 


(a) Fixed assets 
Fixed assets acquired from the National Harbours Board 
(now Canada Ports Corporation) on December 1, 1978 were 
recorded at their then book values with an offset to con- 
tributed capital. Subsequent additions are recorded at cost. 
Fixed assets are depreciated over their estimated economic 
lives using the straight-line method, at the following rates: 
Jacques Cartier Bridge 4.8% 
Champlain Bridge 2.5% 
Vehicles and equipment 10% and 20% 


The cost of the portion of the Bonaventure Autoroute for 
which the Corporation is responsible and the initial cost of 
the Jacques Cartier Bridge are fully depreciated. 


(b 


ma 


Parliamentary appropriation 


The amount of the parliamentary appropriation used to 
cover the loss for the year is reflected in the statement of 
deficit. In this regard, operating expenses do not include 
depreciation and any change in the provision for employee 
termination benefits. 

The portion of the parliamentary appropriation used to 
finance the acquisition of fixed assets is recorded as con- 
tributed capital. 

Any balance of the parliamentary appropriation required to 
finance the loss for the year and not received at the year-end 
is shown as an amount due from Canada. Any parliamentary 
appropriation received in excess of requirements is re- 
corded as due to Canada. It is the Corporation’s policy to 
reimburse this amount in the following fiscal year. 


(c) Deferred revenues 


The estimated value of unredeemed toll tokens and tickets 
as well as rental revenues coliected in advance are recorded 
as deferred revenues. 


(d 


wa 


Employee termination benefits 


On termination of employment, employees are entitled to 
certain benefits provided under their collective agreements 
and their conditions of employment. The cost of these 
benefits is expensed in the year in which they are earned. 


(e) Pension plan 


Employees participate in the Superannuation Plan adminis- 
tered by the Government of Canada. The employees and the 
Corporation contribute equally to the cost of the Plan. This 
contribution represents the total liability of the Corpora- 
tion. Contributions in respect of current service and of 
admissible past service are expensed when paid. The terms 
of payment of past service contributions are set by the 
applicable purchase conditions, generally over the number 
of years of service remaining prior to retirement. 


(f) Expenses 


Expenses incurred with respect to the portion of the Bo- 
naventure Autoroute for which the Corporation is 
responsible are included with those for the Champlain 
Bridge. 


(g) Income tax 


As a federal Crown corporation, the Corporation is not 
subject to provincial income tax. However, it is subject to 
the federal Income Tax Act from the fact that its parent 
Corporation has been prescribed by regulation under that 
Act. 


3. Related party transactions 


Related party transactions not otherwise disclosed in these 
financial statements are as follows: 

Operation services are received from the Montreal Port Cor- 
poration. The amount invoiced for regular services for the year 
ended March 31, 1989 amounts to $2,227,475 ($2,148,445 for 
1988), of which $191,136 was unpaid as at March 31, 1989 
($296,909 as at March 31, 1988). 

Administrative services from the parent company amounted 
to $745,228 ($607,230 in 1988). As at March 31, 1989, an 
unpaid balance thereon of $188,600 ($62,070 in 1988) is in- 
cluded in the amount due to the parent company. The 
Corporation estimates the cost of such services for the next year 
to be approximately $660,000. 


. Commitments 


(a) Leases 


The aggregate minimum annual rental payments under 
long-term leases for equipment and premises through to 
April 30, 1992 are approximately $290,000 on an annual 
basis. 


(b 


SS 


Operation services 

The minimum amount which will be paid under an agree- 
ment for operation services during the period from July 1, 
1989 to June 30, 1994 is $2,644,560 on an annual basis. 
(c) Suppliers 


At March 31, 1989, contractual obligations to suppliers 
amounted to $6,776,179. 


. Major maintenance 


In its endeavour to keep the bridges and the autoroute in a 
good state of repair, to protect the public and serve traffic needs 
throughout the useful life of these installations, the Corporation 
must undertake major repairs, notably on the deck of both 
bridges. The cost of the work on the Champlain bridge is 
estimated at $29 million. With regard to the repairs to the 
Jacques Cartier bridge, the urgency and the nature of the work 
have yet to be defined; it is therefore not possible at this time 
to assess the cost of the program which will have to be carried 
out over a number of years. It is expected that the eventual cost 
of this program will be funded through parliamentary appropri- 
ations. 


. Contingencies 


In connection with its operations, the Corporation is the 
claimant or defendant in certain pending claims and lawsuits. 
It is the opinion of management that these actions will not result 
in any material liabilities to the Corporation. 


. Forgiveness of debts due to Canada 


Under an Act passed by Parliament on December 10, 1987 
authorizing their forgiveness, the Corporation has written-off 
from its accounts the loans from Canada and the interest in 
arrears thereon aggregating $110,756,052. The portion of this 
amount representing the debts assumed at the time the Corpor- 
ation was created, namely $104,193,149, has been offset to the 
capital deficiency. The balance of $6,562,903 representing in- 
terest subsequently charged to operations has been credited to 
the deficit. 

The Corporation is of the opinion that the forgiveness of 
these liabilities shall not give rise to any income tax obligation. 
A ruling to this effect has been requested from the Department 
of National Revenue. 
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APPENDIX 2 
THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD. 


AUDITOR’S REPORT 


TO THE MINISTER OF TRANSPORT 


I have examined the balance sheet of The Seaway International 
Bridge Corporation, Ltd. as at December 31, 1988 and the state- 
ments of operations and changes in financial position for the year 
then ended. My examination was made in accordance with gener- 
ally accepted auditing standards, and accordingly included such 
tests and other procedures as I considered necessary in the circum- 
stances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Canada Business Corporations Act, The St. Lawrence Seaway Auth- 
ority Act and by-laws of the Corporation. 


Raymond Dubois, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


February 17, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 LIABILITIES 1988 1987 
$ $ $ $ 
Current Current 
Cash and short-term deposits ............... 156,626 362,010 Accounts payable and accrued liabilities .... . 43,738 108,062 
INES NSCS NE Sorcerer go wien Goo one 10,031 12,138 Due to The St. Lawrence Seaway 
166,657 374,148 / NOTES) gOS detente Go Aa Cra cu aG UOT : 32,580 168,458 
Deferredirevenucer ceria eterna ; ANI SAS) 21,261 
Fixed ~~ a7 40 nao ae 
IE ATR TR OE a 429,645 388,930 aie eens) 
Less: accumulated depreciation ............. S217 143,432 Long-term 
254,428 245,498 Accrued employee termination benefits ..... : 307,594 305,865 
Debentures payable (Note 3) .............. ‘ 8,000 8,000 
315,594 313,865 
413,085 611,646 


SHAREHOLDER’S EQUITY 


Capital stock 
Authorized—An unlimited number of 
common shares 
Issued and fully paid—8 shares ............ ; 8,000 8,000 


421,085 619,646 421,085 619,646 


Approved by the Board: 


W.A. O’NEIL 
President and Director 


JAMES L. EMERY 
Vice-President and Director 
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APPENDIX 2—Continued 


THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Continued 


STATEMENT OF OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1988 


STATEMENT OF CHANGES IN FINANCIAL POSIFION 


FOR THE YEAR ENDED DECEMBER 31, 1988 


1988 1987 
$ $ 
Revenues 
LOLS Saesteyesceeicke or Msre rete ots ia sexe eke orc foie 1,611,911 1,545,605 
Rentals ties cstitae ct code oc sere oles Gas einer 66,928 66,928 
[nterestie ret wocratie wi ceyecrcntor oa vente. 13,227 28,815 
Othe terme rcs accent oo tane tae er ete 7,095 9,917 
1,699,161 1,651,265 
Expenses 
Salaries and employee benefits .............. 1,055,889 964,252 
Maintenance, materials and services ......... 299,297 141,826 
INSUranCe st ..re er. Aarts eee Pe era TA Ne Rate ore 49,981 71,619 
Depreciation aye. ne tierce Ce eee 33,621 13,265 
Employee termination benefits .............. 23,242 24,949 
Eleéctricityeity nasutmy Ri aseoen ahha uodcerits 17,954 16,745 
Grants in lieu of municipal taxes ............ 7,677 6,000 
Rental of toll collection 
machines: Grab. cae. as. ae ee 5,928 14,235 
Office:suppliest@&, 24%. aan ees ee 4,733 6,528 
Telephone yee ais Sai hee ss Se ee eee: 3,898 3,379 
“Travel ga keprnian icc cniinonnns bri teeters nes 2,100 2,612 
AGVELtiSin By cgspestes cteze titeritsy toetese) = Socecevas cs uns 1,334 380 
Professionaliservicesuae tr aerator 1,200 4,240 
OU GT ieegots orice oesgs casas eee aceasta sas aoe ocseee 9,727 12,777 
1,516,581 1,282,807 
Excess of revenues over 
expenses due as bridge user 
charge(Notea) i Sek ee Cas 8 182,580 368,458 


1988 1987 
$ $ 
Operating activities 
Cash provided from (used in) 
operations 
Excess of revenues over expenses 
due as bridge user 
Charge en act. set. AA as M2 eee P 182,580 368,458 
Items not requiring cash 
Employee termination benefits ........ : 23,242 24,949 
Depreciation cyte ccier acinar ga : 33,621 13,265 
Loss on disposal of 
ASSES pes erase shar ciekevers Oa aley ee sesnoe ye 3 727 
240,170 406,672 
Increase (decrease) in accounts payable 
andraccrued Nabilitiesssa. to es eo nee eee ; (64,324) 43,489 
Decrease (increase) in accounts receivable ... . 2,107 (3,161) 
Decrease in deferred revenue .............. é (88) (708) 
Payments of termination benefits........... F (21,513) (12,731) 
Payments to The St. Lawrence 
Seaway Authority for bridge user 
Chargepesirt Hisgsyend ciciiec clas des dee. : (318,458) (231,404) 
(162,106) 202,157 
Investing activities 
Additions toixediassetsii ae aes ; (43,278) (204,873) 
Decrease inicashi-n. ae ot Lee nee : (205,384) (2,716) 
Cash and short-term deposits, beginning of the 
VAD ass srerssedetcrs esa. <hag Be deeyens ge he aexony aye ORT ; 362,010 364,726 
Cash and short-term deposits, end of the 
CAN ores sro ensr she satteuats tor Vel Rerene acters oeteneetteeer ners ; 156,626 362,010 
Working capital position at 
year-end 
CurrentiassétSs aanke mayan eerie Se , 166,657 374,148 
Currentiliabilitiecsta-ncenve rate ee rare : 97,491 297,781 
69,166 76,367 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Authority and activities 


The Seaway International Bridge Corporation, Ltd. is a 
Crown corporation pursuant to the Financial Administration 
Act and is a wholly-owned subsidiary of The St. Lawrence 
Seaway Authority, a parent Crown corporation named in Sche- 
dule III Part I of the aforementioned Act. The Corporation was 
incorporated under the Canada Corporations Act in 1962, con- 
tinued under the Canada Business Corporations Act, and is 
subject to The St. Lawrence Seaway Authority Act. Its purpose 
is to operate and manage the international toll bridge system 
between Cornwall, Ontario, and Rooseveltown, New York, on 
behalf of The St. Lawrence Seaway Authority and its U.S. 
counterpart, the Saint Lawrence Seaway Development Corpor- 
ation. 
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THE SEAWAY INTERNATIONAL BRIDGE CORPORATION, LTD.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988—Concluded 


2. Accounting policies 4. Bridge user charge 


The financial statements have been prepared in accordance 
with accounting principles generally accepted in Canada. A 
summary of significant accounting policies follows: 


Bridge user charge 


As described in Note 4 to the financial statements, the Cor- 
poration is required to distribute as a bridge user charge its 
excess of revenues over expenses. Payments are dependent on 
the Corporation’s ability to generate excess revenues. Accord- 
ingly, the unpaid balances to The St. Lawrence Seaway 
Authority and the Saint Lawrence Seaway Development Cor- 
poration are not recorded as a liability in the books of the 
Corporation. 


Fixed assets and depreciation 


Fixed assets are recorded at cost. The cost of the North 
Channel Bridge is recorded in the books of The St. Lawrence 
Seaway Authority and is being amortized over a period of 50 
years. Costs incurred by the Corporation relating to the Bridge 
which do not extend its estimated useful life are expensed. 

Depreciation is based on the estimated useful life of the 
assets calculated on the straight-line method at the following 
annual rates: 


Automotive 20% 
Maintenance equipment 10% to 20% 
Office and toll equipment 10% 
Bridge equipment 5% 


Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under the conditions of employment. The lia- 
bility for these benefits is recorded in the accounts as the 
employees become entitled to the benefits. 


Pension plan 


Employees are covered by the Public Service Superannuation 
Plan administered by the Government of Canada. Contri- 
butions to the Plan are required from both the employee and the 
Corporation. These contributions represent the total pension 
liability of the Corporation and are recognized in the accounts 
on a current basis. 


Deferred revenue 
Revenue from unredeemed toll tokens and tickets is deferred. 


Employee life insurance plan 


The Corporation provides an annual life insurance plan for 
its employees on a self-insurance basis. Surpluses, premiums 
and deficits from the plan are included in revenues and/or 
expenses in the year in which they apply. 


. Debentures payable 


These debentures, due on December 31, 2012, are non-inter- 
est bearing and payable to the Saint Lawrence Seaway 
Development Corporation. 


By agreement between The St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation, the 
annual excess of revenues over expenses of the Corporation is 
due as a bridge user charge; first, to the Authority to offset the 
amortization of the cost of the North Channel Bridge together 
with interest; then to the Saint Lawrence Seaway Development 
Corporation to offset the amortization of a $300,000 contribu- 
tion towards the cost of the Raquette River Bridge; and the 
balance, if any, is then divided equally between both parties. 

As referred in Note 2, the cost of the North Channel Bridge 
is recorded in the books of The St. Lawrence Seaway Authority. 
In December 1987, the Government of Canada, through Depart- 
ment of Transport Vote 2c of Supplementary Estimates (C) 
1987-88, has forgiven debt and related unpaid accrued interest 
due by The St. Lawrence Seaway Authority. Accordingly, un- 
paid interest by the Corporation amounting to $5,290,810 has 
been forgiven by the Authority and deducted from the unpaid 
balance of the total cost of the North Channel Bridge. 

All bridge user charges since the commencement of the Cor- 
poration’s operations have been paid to The St. Lawrence 
Seaway Authority. At December 31, the unpaid balance of the 
total cost of the North Channel Bridge was as follows: 


1988 1987 
$ $ 
Costiof Constructionmerrir seen a ; 8,539,695 8,539,695 
Inferest of a atioemioxrssederoaincpeerertete aicisce « : 2,569,652 7,860,462 
11,109,347 =: 16,400,157 
Wesscinterestlorgivenimaa iter rer : 5,290,810 
11,109,347 11,109,347 
Less: bridge user charges 

Beginningvofiyeateacitace oe een : 5,297,974 4,929,516 
Gurrentcharsemermcitrcrsertr rere : 182,580 368,458 
IPiCIGiIMEY 36 seanasaqnantinaadsds0 copes 5,480,554 5,297,974 

Unpaid balance to The St. Lawrence 
SeawayrAuthority treet. 1-1) teraertict st : 5,628,793 5,811,373 

. Bridge use 


With the approval of the National Transportation Agency of 
Canada, the Corporation has continued the practice of provid- 
ing free usage of the bridge system to certain North American 
Indians. This represents a substantial portion of the Bridge 
traffic. 


. Related party transactions 


In addition to the transactions disclosed elsewhere in these 
financial statements, The St. Lawrence Seaway Authority pro- 
vides to the Corporation, without charge, certain engineering 
and administrative support services. 
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SUMMARY PAGE 
STANDARDS COUNCIL OF CANADA 


MANDATE 


To foster and promote voluntary standardization in fields relating to the construction, manufacture, production, quality, 
performance and safety of buildings, structures, manufactured articles and products, and other goods not expressly 
provided for by law, as a means of advancing the national economy, benefiting the public protecting consumers and 
facilitating trade, and furthering international cooperation in relation to standards. 


BACKGROUND 


The Council coordinates the activities of organizations involved in standardization in Canada, and represents Canada in 
international standardization organizations. 


CORPORATION DATA 


HEAD OFFICE Suite 1200 
350 Sparks Street 
Ottawa, Ontario 


K1P 6N7 
STATUS — Schedule III, Part I 

— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Harvie Andre, P.C., M.P. 
DEPARTMENT Consumer and Corporate Affairs 
YEAR AND MEANS OF 1970; by the Standards Council of Canada Act (R.S.C. 1985, 
INCORPORATION c. S-16). 
CHIEF EXECUTIVE John R. Woods 
OFFICER 
CHAIRMAN Georges Archer 
AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY (§$ million) Financial years ending March 31. 


1989 1988 1987 1986 

At the end of the period 

LOtAIASSCIStrns, ten arc ss uenicl seep arate Mea weiter tena ane 1.6 Le 2:0 33 

Obligations to the private sector Sree? 2a Pe. ss nil nil nil nil 

Obligations te*GanadaY he 2e7N8U, VHT OY NOOO dae nil nil nil nil 

GUILY OF CallAU de Cie carala lon one gee awet mien, came esa aoe Oy 0.7 b.9 2e2 
Cash from Canada in the period 

Sa DUB ClARY ae «sas nee ter oh aine Siensce ee ase ony een ene e r U 6.9 6.5 OL7e 4.5* 

——NOn-DUUREtALY. czhre ce eG as os WR te alae ones nil nil nil nil 


* Net of amounts returned to Canada (1985-86, $0.9 million; 1986-87, $0.2 million). 
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AUDITOR’S REPORT 


TO THE STANDARDS COUNCIL OF CANADA 
AND THE 

MINISTER OF CONSUMER AND CORPORATE AFFAIRS 

I have examined the balance sheet of the Standards Council of 
Canada as at March 31, 1989 and the statements of operations, 
surplus and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Council as at March 31, 1989 and the results 
of its operations and the changes in its financial position for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Council that have 
come to my notice during my examination of the financial state- 
ments have, in all significant respects, been in accordance with Part 
X of the Financial Administration Act and regulations, the Stand- 
ards Council of Canada Act and by-laws of the Council. 


D. L. Meyers, F.C.A. 
Deputy Auditor General 


for the Auditor General of Canada 
Ottawa, Canada 


May 17, 1989 


BALANCE SHEET MARCH 31, 1989 


ASSETS 1989 1988 


Current 
acheter rere rere cree rte rerer ava oti aekenaue “aeSeavarauenen’ 546,049 603,636 
AXCCTUCGIIMICLEStnisie rato waualionystecehonrys lune acstislodeuens WANS 5,601 
Accounts receivable 

470,985 

123,675 

214,471 


1,362,398 


359,267 
147,011 
295,914 


1,411,429 


Fixed 


Office furniture and equipment (Note 3) ...... 244,373 316,168 


1,606,771 Pare 


Jan 


LIABILITIES 


Current 


Accounts payable and accrued liabilities .... . 
Customerand other deposits eet re : 
Deferredisalesirevenlemr peter verre : 


Long-term 
Provision for employee termination 


DENIS Pars celts tae elecol eetente oe pet aon nates : 


EQUITY OF CANADA 


Surplustiaaacevuvicre sae einenetarecacreiecezt<te : 


606,407 
51,369 


578,425 
134,981 
63,893 


657,776 


256,453 
914,229 


692,542 


Wade299. 


207,564 
984,863 


742,734 


1,606,771 


727,597 


Approved by the Council: 


GEORGES ARCHER 
President 


JOHN WOODS 
Executive Director 
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STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED MARCH 31, 1989 


Expenses 


Salaries, wages and employee benefits ...... 
Travel Taree. cava ce tae cite cetcandetiatete 


Membership in international 


OPrpaniZations! ey rcyevawierserneus © eletereyenne cs a 
Direct cost of standards purchases .......... 
Publications and printing .................. 
Office accommodation ................54. 


Financial assistance to standards- 


WTC S {OLE ANZ ACLOMS apexes opens oooh shel stares okey e 
Telephone and postage .................-. 
PublictrelationSwrye..5.c sctcterrtere crtrecctse 


MEGCEIN BSR rare or te treretar ete ote fotereie Meters co Byes wars 
Professional and special services ........... 
Depreciation eyarysteeieiete ire) herd toto Velereverevs over 
Rental of office equipment ................ 
Office supplicsitrscs cia cies cree ote sistarele sisvavere 
Other ekosteclie mete tate accuser eatels 


Relocation of Mississauga 


OfficeH(NoteS) fi oncireecloe hie cle ae 


Less: GATT Enquiry Point 
operating costs recovered 
from Department of 


ExtemalAfiaitssesaeceincieeins 


costs of development assistance 
programs recovered from 
Canadian International 
Development Agency 


(CIDA) mise rsitce cuerecachr sere aoeis evens 


Revenues 


Cost Of operationsge tsar tora ceiversterttels cette 


Parliamentary appropriation 
Consumer and Corporate Affairs Vote 25 


Deficiency of parliamentary appro- 
priation over cost of operations for 


thebyeantrterc as erties ae semrentcuetes 


2,922,552 
1,166,126 


806,803 
727,510 
658,892 
436,887 


400,000 
265,697 
189,171 
187,284 
135,417 
127,712 
115,391 

995339 

41,711 
180,065 


8,460,557 


364,311 


61,684 
8,034,562 


917,812 
64,241 
78,421 


1,060,474 
6,974,088 


6,923,896 


(50,192) 


2,876,058 
997,016 


836,659 
713,879 
700,023 
432,179 


611,134 
251,045 
318,418 
185,334 

84,274 
164,935 
133,239 

69,892 

39,466 
134,777 


512,750 
9,061,078 


345,550 


43,953 
8,671,575 


839,191 
67,740 
54,598 


961,529 
7,710,046 


6,531,000 


(1,179,046) 
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STATEMENT OF SURPLUS 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Unappropriated 
Balance at beginning of the year ........... : 742,734 1,332,061 
Deficiency of parliamentary appropriation 
over cost of operations for the 
YVOar oR trian ioremrveuiet cet cher eee ; (50,192) (1,179,046) 
Released during the year ................. : 589,719 
Balance at end of the year ................ ‘ 692,542 742,734 
Appropriated 
Balance at beginning of the year ........... : 589,719 
Less: released during the year ............. . (589,719) 
Balance at end of the year ................ : 
692,542 742,734 


STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED MARCH 31, 1989 


1989 1988 
$ $ 
Operating activities 

Deficiency of parliamentary 

appropriation over cost of operations 

forthe Veatars. sc aiea sapere cio eae erence ee : (50,192) (1,179,046) 
Items not requiring an outlay 

of cash 
Depreciation® sci snyas janie <citotoe terstes ; 115,391 133,239 
Depreciation charges recovered from 
GAT Enquiry Pointe. -ee ecient ; 24,000 12,000 
Employee termination benefits accrued ... . 57,684 65,396 


146,883 (968,411) 
Payment of employee termination 


benefits: a2 so OPE conics ersiete see eens , (8,795) (144,650) 
Changes in current liabilities and current 
assets other than 
CASH ete rarcve rae aid otsuetete eee ta een sere it ieee ‘ (128,079) (34,944) 
Cash provided from (used in) operating 
ACULVILICS mercer. at ceructuehtam ines fiersiernele nienre : 10,009 ~=(1,148,005) 
Investing activities 
Purchase of office furniture and equipment .. . (67,596) (72,738) 
Decrease in cash during 
the year ois teeta raaioal atetaciaecraie sions were : (57,587) (1,220,743) 
Cash at beginning of the year ................ 603,636 1,824,379 
Cashiatiend of theyearkds oscc. cies carats ote ete : $46,049 603 ,636 
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NOTES TO FINANCIAL STATEMENTS 
MARCH 31, 1989 


1. Authority and objectives 


The Standards Council of Canada was created by Parliament 
as a corporation under the Standards Council of Canada Act in 
1970 to be the national co-ordinating body for voluntary stand- 
ardization. The Council is a Crown corporation named in Part 
I of Schedule III to the Financial Administration Act. The 
Council carries out its task through the National Standards 
System, a federation of accredited organizations concerned 
with standards-writing, certification, and testing. 

The objectives of the Council are to foster and promote 
voluntary standardization in fields relating to the construction, 
manufacture, production, quality, performance, and safety of 
buildings, structures, manufactured articles and products and 
other goods and to further international co-operation in the field 
of standards. 


2. Significant accounting policies 


(a) Office furniture and equipment 


Office furniture and equipment are recorded at cost and 
depreciated on a straight-line basis over the estimated use- 
ful life of the assets as follows: 
Furniture 5 years 
Equipment 4 years 


(b) Employee termination benefits 


Employees are entitled to specified benefits on termination 
as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in 
the accounts as the benefits accrue to the employees. 


(c) Pension plan 


Employees are covered by the Public Service Superannua- 
tion Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the em- 
ployee and the Council. Contributions with respect to 
current service are expensed on a current basis. 


3. Office furniture and equipment 


1989 1988 
Accu- 
mulated Net Net 
deprecia- book book 
Cost tion value value 
$ $ $ $ 
Office furniture ........ . 161,349 118,231 43,118 47,034 
Office equipment ...... . 661,849 460,594 201,255 269,134 


823,198 578,825 244,373 316,168 


4. Lease commitment 


The Council is leasing office space at its present location for 
a five-year term which commenced June 1, 1987. The future 
minimum annual rental under this agreement is $410,133. 


5. Relocation 


In 1987-88, Council’s Mississauga office was closed and the 
operation was relocated and consolidated at the head office in 
Ottawa. This resulted in a one-time charge to operations of 
$512,750 for the year ended March 31, 1988. 
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SUMMARY PAGE 
TELEGLOBE CANADA 


MANDATE 


Since 1949, to establish, maintain and operate, in Canada and elsewhere, international telecommunications services for 
the conduct of public communications; this mandate ended on April 3, 1987 with the sale of its business. 


BACKGROUND 


Originally the Canadian Overseas Telecommunications Corporation, its name was changed in 1975 by the Teleglobe 
Canada Act. The transfer of this business to a subsidiary and the sale of the latter to Memotec Data Inc. was announced 
by the government on February 11, 1987 and, with the proclamation of the Teleglobe Canada Reorganization and 
Divestiture Act, took place on April 3, 1987. 


The corporation remains in existence, but inactive. Steps are being taken now so that the corporation may be dissolved. 
CORPORATION DATA 


HEAD OFFICE c/o Canada Development Investment Corporation, 
Suite 4520 
1, First Canadian Place 
Toronto, Ontario 
MS5X 1A4 


STATUS — Schedule III, Part II 
— an agent of Her Majesty 


APPROPRIATE MINISTER The Honourable John McDermid, P.C., M.P., 
Minister of State (Privatization and Regulatory Affairs) 


YEAR AND MEANS OF 1949; by the Canadian Overseas Telecommunications Act (R.S.C. 
INCORPORATION 1985, c. T-4). 
CHAIRMAN AND CHIEF Vacant 


EXECUTIVE OFFICER 


AUDITOR The Auditor General of Canada 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the period 

TO CASAS SCES ree artesces nas iat a Sie Re hotel Reigate x eee 29) 84.2 502.4 524.9 

Obligations tor the private SCClOm --).7. satan eae ean eee nil nil ST 66.5 

Obligations to,Ganadage «oer 2905). errata antares wera nil nil 2.6 3.9 

Bquity-of Canadas ym gern eee cares ties ere alas 2 a el 84.2 290.3 307.4 
Cash from (to) Canada in the period, net 

-—DUCGEtALY™ ee pe ev enh: Sica sb eet mene ee a (85.0) (440.5)** (80.0) (108.1) 

== NON-DUCPELALY avs eh are tienes noc, eects ae nil (2.6) (4B) (1.3) 


* Remitted to Canada as dividends. 
** Includes $119.2 million income tax paid on profits on the sale of Teleglobe’s assets and business. 
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TELEGLOBE CANADA 


AUDITOR’S REPORT 


TO THE MINISTER OF FINANCE 


I have examined the balance sheet of Teleglobe Canada as at 
December 31, 1988 and the statements of operations and retained 
earnings and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding period. 


Further, in my opinion, the transactions of the Corporation that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations, the 
Teleglobe Canada Act and regulations, the by-laws of the Corpora- 
tion and the Teleglobe Canada Reorganization and Divestiture Act. 


Kenneth M. Dye, F.C.A. 


Auditor General of Canada 
Ottawa, Canada 


May 16, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 


ASSETS 1988 1987 
$ $ 
Current 
Cash and temporary investments, at cost ...... 2,766,372 35,605,300 
Accrued interest Ror tint eee ates tee ee 170,850 250,462 
Refundableuncome tax css. ade ees 48,968,198 


2,937,222 _ 84,823,960 
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LIABILITIES 


Current 


Revenue:Canadagerrysilaeremeee eit : 
Otheraccounts;payabienan eee eee ties 5 


EQUITY OF CANADA 


Retainedieamings tea. e acre seere reer : 


1988 1987 
$ $ 
213,917 
10,797 326 
224,714 326 
2,712,508 84,814,634 
2,937,222 84,823,960 


Approved by the Board: 
RONALD MONTCALM 
Director 

K. T. HEPBURN 
Director 
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TELEGLOBE CANADA—Concluded 


INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1988 


PUBLIC ACCOUNTS, 1988-89 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1988 


1. Authority and activities 


Teleglobe Canada is a Crown corporation created by the 
Teleglobe Canada Act and named in Part II of Schedule III to 
the Financial Administration Act. The Corporation is subject to 
federal income tax. 


Since the sale of its undertaking to Memotec Data Inc. on 
April 3, 1987, following the adoption of the Teleglobe Canada 
Reorganization and Divestiture Act, the Corporation’s acti- 
vities consist of the management of its cash resources and the 
performance of other duties and functions leading to dissolu- 
tion. The foregoing Act stipulates that on dates to be fixed by 
proclamation, the Corporation’s name will be changed to TH 
(1987) and it will be wound up. 


. Contingencies 


(a) Guarantees 


As at December 31, 1988, the Corporation is guarantor of 
the following obligations of Teleglobe Canada Inc. towards 
one of its suppliers: 


Amounts in 
Maturities pounds sterling 
Mayall, 1989) reac sy.sit ssc encholee bie atneenaeicteaetcuer 24 2:6 16:222 
November: 16:21989) 2 tik ola tanneries eaters . 2,545,409 
May 16s 1990 sates siete cs Gtvaternts re prasate oeimumeie rete ys . 2,452,946 
November 1621990) vein. sorrcessnste cucu cere eee ree eee . 2,379,426 
May; 1991 resis ncessies aber sicterorousiestoverencean ae cnsere . 2,289,670 
November 16.1991 atecop merase deensreavegeestersgs eae Mores . 2,213,444 
May.-116; (992 ivan crcrsauataeterorerauc aretorstarysastorwrenoorenans . 2,127,746 
Novemberal 6199 2 crpseteroeoicreteny oraretrarcacierener emreane . 2,047,462 
May l 6; 1993 Be eartne siercutcsrsvceerctere sai roteretsvetorerranate ine . 1,963,117 

20,635,442 


Based on the exchange rate at December 31, 1988, this 
amount represents 44,576,682 Canadian dollars. 


(b) Guarantees and representations 


The purchase and sale agreement entered into by Her Ma- 
jesty the Queen in Right of Canada and Memotec Data Inc. 
provides for certain contingent adjustments to the purchase 
price under guarantees and representations given mutually 
by the parties. 


1988 1987 
$ $ 
(272 days) 
Revenues 
[MeL ESE se errr teen eer ost sterotsns creat aa OrcverstetereCet: 5,164,523 2,257,231 
GainioniforelgniexchanSe tsrerirertene yee 36,006 
5,164,523 2293237) 
Expenses 
Interest on insufficient income tax 
INnStal Mentha sate w siely orcs eos era eto aas Pate 96,000 
Administrationsfeesi-eta. net. Pats tae ieee ok 88,655 82,624 
inanclalichargesirarrnissiy erate reeset 1,785 33,908 
186,440 116,532 
Income before income tax and gain realized 
ON PL VatiZation | Mla .rle waves nicl vara etree ee 4,978,083 2,176,705 
INCOME tAXie >, arsrokeeaceveiauer stones nese isue acy enna tote 2,080,209 1,185,757 
Income before gain realized 
ON MINMAULAWONY SacécenhoassaocvodcounooDe 2,897,874 990,948 
Gain realized on privatization, net of income 
taxcof:S29 0843 Silicrncmierrnccrnci ners quence tetas 214,042,071 
Netincome t-te ieer eaten re icscrn vacrre i noeketors 2,897,874 215,033,019 
Retained earnings at beginning................ 84,814,634 310,270,373 
87,712,508 525,303,392 
Amounts remitted to the Government of Canada . — 85,000,000 440,488,758 
Retainedicarmin gs aticndunmrenrec irri 2,712,508 84,814,634 
CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1988 
1988 1987 
$ $ 
(272 days) 
Cash provided by (used for) 
operations 
Income before gain realized on 
privatization mercer esters eerayasReterens 2,897,874 990,948 
Changes in non-cash working 
Capitaltitemstacn err rrcoreiretc ir aeuns cexomiees 295,000 (9,201,765) 
3,192,874 (8,210,817) 
Cash used for financing 
Reimbursement of long-term debt ........... (1,710,092) 
Cash provided by investments 
Proceeds:fromidisposalits.y.crss i arstctomiaret sie: 504,836,273 
Reimbursement of non-cash working 
CapitaliitemSee crepe an eine se serie (1,635,803) 
Fees and other selling expenses ............. (6,754,545) 


Income tax.refunded (paid)! Sac -)-1-t eras oer 
48,968,198 


Amounts remitted to the Government of Canada . 


48,968,198 (119,155,392) 


377,290,533 


(85,000,000) (440,488,758) 


Cash and temporary investments 
BSS ey Ale necken Sob aene abodes Ghampodone 
35,605,300 


(32,838,928) (73,119,134) 


108,724,434 


2,766,372 


35,605,300 
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SUMMARY PAGE 
VANCOUVER PORT CORPORATION 


MANDATE 


Administration, management and control of the Vancouver Harbour and all the works and property within the harbour 
previously under the jurisdiction of the Canada Ports Corporation or, prior to February 24, 1983, the National Harbours 
Board. 


BACKGROUND 


The Vancouver Port Corporation was established on July 1, 1983, pursuant to the national ports policy to create local 
port corporations at the major ports and harbours previously under the centralized administration of the National Harbours 
Board and, since February 1983, the Canada Ports Corporation. Vancouver is the busiest port in Canada. In 1988, 71 
million tonnes of cargo passed through the port. Coal and grain are the most important commodities; sulphur, potash and 
forestry products are also important. 


CORPORATION DATA 


HEAD OFFICE 1900 Granville Square 
200 Granville Street 
Vancouver, British Columbia 
V6C 2P9 


STATUS 


APPROPRIATE MINISTER 


DEPARTMENT 


YEAR AND MEANS OF 
INCORPORATION 


— Schedule III, Part II 
— an agent of Her Majesty 


The Honourable Benoit Bouchard, P.C., M.P. 
Transport 


1983; letters patent of incorporation issued by the Minister of 
Transport pursuant to subsection 25(1) of the Canada Ports 


Corporation Act. 


CHIEF EXECUTIVE Francis J. MacNaughton 


OFFICER 
CHAIRMAN Hector D. Perry 
AUDITOR Thorne Ernst & Whinney 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 

At the end of the period 

AO fAlCA SSC US AWN = ches date Sune eaters oe kil RAIDS alae PLS) Wel! a Wis) 236.9 242.7 

Obiizations tome private Sector 2.75. erent ween el nil nil nil nil 

ODES ATOMS iON Gan AC At a2 500 akg ee koes Perreeg Al ae 3.9 4.1 80.8 81.0 

FECUICY "Olt alia ate nts te ence ects eee ee Eafe efoto 267.6 2350 116.2 119.0 
Cash from Canada in the period 

SOU OC LAT ace a ee cere tei at ae aas wens oe nil nil Oy nil 

= TOL DUOC CAL Y meena ues eins sya aoe ran rane ae ea nil nil nil nil 


* In 1987, $76.5 million loan principal outstanding was forgiven by Canada: That amount, along with related interest 
forgiven, was added to the corporation’s contributed capital. 

** Takes no account of payments to Canada: in 1987, dividend $5.8 million and, in 1986, special contributions, $23.3 
million. 
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VANCOUVER PORT CORPORATION 


AUDITORS’ REPORT 


TO THE HONOURABLE BENOIT BOUCHARD, P.C., M.P. 
MINISTER OF TRANSPORT 


We have examined the balance sheet of Vancouver Port Corpora- 
tion as at December 31, 1988 and the statements of income and 
retained earnings and changes in cash resources for the year then 
ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstan- 
ces. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its cash resources for the 
year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Further, in our opinion, the transactions of the Corporation that 
have come to our notice during our examination of the financial 
statements have, in all significant respects, been in accordance with 
Part X of the Financial Administration Act and regulations and the 
charter and by-laws of the Corporation. 


Thorne Ernst & Whinney 


Chartered Accountants 
Vancouver, Canada 


February 2, 1989 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


ASSETS 1988 1987 LIABILITIES AND EQUITY OF CANADA 1988 1987 
Current assets Current liabilities 
Cashi icc: chen og uta stia so aarah Peete tae 849 527 Accounts payable and accruals ............ ; 10,598 2,367 
Investments (INOte)\asarnine era seererrciceats 87,218 54,518 Grants in lieu of municipal taxes ........... : 6,316 5,979 
A ceountsireceiviablepr mk aman scion eboioreeers 8,644 6,870 Deferred revenvestc mien cts shepante te ast. 6 ctr ate F 2,326 2,550 
Materialsiand supplies =. 4-5 ses ere 363 306 19.240 10.896 
97,074 62,221 Accruedtemployee! benefits’ wees ie eet ee ; 1,164 1,169 
Long-term receivables (Note 2) ............... 7,120 7,519 Loan from! Canadai(Note:4) 2. seers ; 3,734 3,949 
Property and equipment (Note 3) .............. 187,492 181,751 24.138 16.014 
EQUITY OF CANADA 

Gontributed\ capital. cree ers cial: : 88,273 88,273 
Retained’eamingsiee sacri trees ‘ 179,275 147,204 
267,548 235,477 
291,686 251,491 291,686 251,491 


Commitment and contingency (Note 5) 


Approved by the Board: 


HECTOR D. PERRY 
Chairman 


COLIN B. WARNER 
Director 
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VANCOUVER PORT CORPORATION—Continued 


STATEMENT OF INCOME AND RETAINED EARNINGS 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Operating revenues.26...a0 cee: eee ei 51,780 46,657 
Expenses 
Operating and administrative expenses ....... 19,44] 17,715 
Grants in lieu of municipal taxes ............ 4,423 5,133 
Deprectation ereererren ein. cere eter 6,442 6,352 
30,306 29,200 
Incomefromioperabonsiad.«2-.) 42 see ae 21,474 17,457 
Investmentincome smenrion. «4. aerate se 6,952 4,074 
INLETES OX DENS C teem rat or cre 5 cer tee eee Poi (343) (325) 
6,609 3,749 
Incomebetoreninusualuitems1...5 acer il 28,083 21,206 
Unusual item 
Gamulonjsalesotilandicc. pica. cae eieeeiorrn ae 10,000 
INGIITICOMe saree otcus seer tae nme 38,083 21,206 
Retained earnings at beginning of year ......... 147,204 131,814 
185,287 153,020 
Wess: icashipayment'to Canddawyw 20). S255: 6,012 5,816 
Retained earnings at end of year .............. 179,275 147,204 
STATEMENT OF CHANGES IN CASH RESOURCES 
YEAR ENDED DECEMBER 31, 1988 
(in thousands of dollars) 
1988 1987 
Cash provided by (used 
for) 
Operations 
Netincomervt?...c8 eta. ee Beene 23 38,083 21,206 
Items not involving cash 
Depreciationgers sexes ccs eke reeds 6,442 6,352 
Galnonisaleomland ss: se once eee (10,000) 
Othergrererds ryt rene Wyss. nites vicycttveoaneregs 479 111 
Changes in non-cash operating working 
Capitallttecmncter. | eaticraye ten oetes cncits aucietsuesdorersalets 6,513 (2,441) 
41,517 25,228 
Financing 
Loans from Canada currently 
payables Aten teste otras clears oe sree (215) (199) 
@ashipaymentsto)}Canadamernr trees + (6,012) (5,816) 
(6,227) (6,015) 
Investments 
Additions to property and equipment ....... (12,746) (4,007) 
Proceedsion sale of Langit. tee ere. 10,000 
Other-SRk Pac)... ante aemereisarees 478 426 
(2,268) (3,581) 
Increasexinicash TESOUurcesmmae aan hie tenes 33,022 15,632 
Cash resources at beginning of year............ 55,045 39,413 
Cash resolrces:atendiofiyear 2/..... celui 88,067 55,045 


_ Cash resources are defined to include cash and investments. 
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NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988 


General 


The Vancouver Port Corporation was established effective 
July 1, 1983 as a local port corporation pursuant to the Canada 
Ports Corporation Act and is a parent Crown corporation named 
in Schedule III, Part II of the Financial Administration Act. The 
Corporation is exempt from income taxes. 

The objectives of the Corporation are to manage and admin- 
ister the harbour of Vancouver as an effective instrument in 
support of the national ports policy as set out in the Canada 
Ports Corporation Act. 


Summary of Significant Accounting Policies 


These financial statements have been prepared by manage- 
ment in accordance with generally accepted accounting 
principles considered to be appropriate in the circumstances 
and consistently applied. A summary of the significant account- 
ing policies of the Corporation is as follows: 


Property and equipment 

Property and equipment are recorded at cost. Depreciation is 
calculated on the straight-line basis, commencing with the year 
the asset becomes operational, at rates based on the estimated 
useful lives of the assets as follows: 

Dredging 

Berthing structures, buildings, roads 

and surfaces 

Utilities 

Machinery and equipment 

Office furniture and equipment 


15 to 40 years 


10 to 40 years 
10 to 33 years 
1 to 20 years 
5 years 


Pension costs 


All permanent employees of the Corporation are covered by 
the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are required 
from both the employees and the Corporation. Although the 
Plan is a defined benefit plan, the contributions represent the 
total pension liability of the Corporation and are recognized in 
the accounts on a current basis. 


Insurance 


Except for property insured by tenants and contractors, the 
Corporation assumes all risks against fire and property damage, 
as well as for workers’ compensation claims. Any costs arising 
from these risks are recorded in the accounts in the period 
incurred. 


Grants in lieu of municipal taxes 


Grants in lieu of municipal taxes are estimated based on 
municipal assessments adjusted in accordance with the Munici- 
pal Grants Act. After the amounts have been audited by the 
Municipal Grants Division of Public Works Canada, any adjust- 
ments upon finalization are reflected in the accounts in the 
period of settlement. 


Employee benefits 


The Corporation accrues in its accounts the estimated lia- 
bilities for severance pay and annual leave. These benefits are 
provided under collective agreements and corporate policy. 


. Investments 


Current investments are in Government of Canada treasury 
bills and at December 31, 1988 and 1987 the market value of 
the treasury bills approximated carrying value. 
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VANCOUVER PORT CORPORATION—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988—Concluded 


2. Long-term receivables 
1988 1987 


(in thousands of dollars) 


Non-interest-bearing 
agreement with B.C. 
Rail, due as and when 
rail trackage is 
constructed on Roberts 
Bank causeway or April 
1, 1994, whichever 


(Rivet 1 (hoe a eee Pe NAGS a ARR Fd OR 3,947 3,947 


Long-term agreement for 
sale of No. | Elevator, 
bearing interest at 6 5/8% 
per annum, payable in 
blended annual instal- 
ments of $462,916, ma- 


turing December 315) 19962011 treeiereiei- 2,805 3,065 
Lessxcurrent: portion) fj). 1-1) ole) «tel hae «1 (277) (260) 
2,528 2,805 


Long-term agreement for sale 
of No. 3 Elevator, bearing 
interest at 5 3/4% per annum, 
payable in annual instalments 
of $117,720 plus interest, 


maturing August 1, 1994............... 706 824 
Bessucorrent portiony.errmetioitrrtaereriet (117) (118) 
589 706 

Other eek secs stan cctee rises chy susss siciererle ens 56 61 
7,120 7,519 


3. Property and equipment 


1988 1987 
Accumulated 
Cost depreciation Net Net 
(in thousands of dollars) 
and ier ccc clearer ete 76,403 76,403 76,403 
Dredging, ccc. ssc ocare 366 190 176 188 
Berthing 
Structures cijosyacins ete 6 51,490 24,271 27,219 28,309 
Buildingsicneyrieierere acess 43,963 10,490 33,473 33,892 
Witlitiesiesc-rsstcciissises sees 13,740 5,830 7,910 8,036 
Roads and 
SUITACES 2... sare eters 30,639 17,043 13,596 15,184 
Machinery and 
EQUIPMENTS G14 tras «449 1a 26,467 10,483 15,984 17,088 
Office furni- 
ture and 
equipmentinc pets -.er 2,821 1,448 1,373 775 
Projects 
under 
Construction merece 11,358 11,358 1,876 
257,247 69,755 187,492 181,751 
4. Loan from Canada 
1988 1987 
(in thousands of dollars) 
Interest-bearing loans at 7.5% 
repayable in blended annual 
instalments, maturing 
December'3 15,2000) co ccccanisscaumine 3,949 4,148 
Cessictirrent portion) trcaiorsisveiereis et crete ate (215) (199) 


3,734 3,949 


ei 


6. 
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Principal repayment requirements over the next five years are 
as follows: : 


$ 
MO eared. 3.5 bee ARR a CGM Cera OM GA USL ocr Aon cc 215,000 
ep, Une Ret SENOS qoonmonmMiccooGmogudLD Cobo na On 230,000 
be) banetoon eo Meso PS oeOuocurerodEadon soo douneus 248,000 
Ps oacataen caso uoD Don oCHeamoouGEeuoo eM oc ou Or be 266,000 
[his Guise ie cma OOO aan bo Ooo. dO Gua go CosoooddsoUC 286,000 
1,245,000 


Commitment and contingency 


The Corporation has long-term lease obligations of varying 
durations to 1991 for office accommodation aggregating 
$1,655,000 with annual payments in each of the three years of: 


$ 
VOR O Tce atagetavercie corona clerere seosetste capensis are te ener seeteconects none eeter 662,000 
is US om EG Rain otoeA GoguABe omar UGH OIORH GD DS Ondo BN 662,000 
hia Ween igntio'o.\4 GORA co OU OOU. co taro Oto y OuGICO.NOORS ¢ 331,000 
1,655,000 


At December 31, 1988 the Corporation had claims from 
municipalities for grants in lieu of taxes of approximately $6.6 
million greater than the amount accrued in the financial state- 
ments. 


Related party transactions 


Through common ownership, the Corporation is related to all 
Government of Canada created departments, agencies and 
Crown corporations. 

In addition to the loan from Canada disclosed in Note 4, the 
Corporation paid $1,779,000 (1987, $1,594,000) to Canada 
Ports Corporation as its share of that corporation’s operating 
expenses and paid $6,012,000 to Canada as a cash payment in 
the current year. The Corporation has been requested to con- 
sider making a cash payment based on a percentage of its 1988 
net income, payable to Canada by March 31, 1989. 
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SUMMARY PAGE 
VIA RAIL CANADA INC. 


MANDATE 


To manage and provide safe, efficient, effective and economic rail passenger service in Canada to meet the needs of the 
travelling public. 


BACKGROUND 


In accordance with contracts with the Minister of Transport, VIA Rail operates inter-city, transcontinental, regional and 
remote passenger train services over CN and CP railway tracks. In the April 1989 Budget the government announced 
reductions in planned funding for the corporation. 


CORPORATION DATA 


HEAD OFFICE 2 Place Ville-Marie 
Montreal, Quebec 
H3B 2G6 
STATUS — Schedule III, Part I 
— not an agent of Her Majesty 
APPROPRIATE MINISTER The Honourable Benoit Bouchard, P.C., M.P. 
DEPARTMENT Transport 
YEAR AND MEANS OF 1977; under the Canada Business Corporations Act. The Minister of 
INCORPORATION Transport acquired all common shares on behalf of the Crown on 
April 1, 1978. 
CHIEF EXECUTIVE Ronald Lawless 
OFFICER 
CHAIRMAN Lawrence Hanigan 
AUDITOR Raymond, Chabot, Martin, Paré & Associates 


FINANCIAL SUMMARY ($ million) The financial year is the calendar year. 


1988 1987 1986 1985 
(restated) 
At the end of the year 
tal ASSES. cast sate Secea rene ac las atin eM eee ar tac aise 5.2 1,070 954 964 899 
Obligations.to'the private sector). 3... oss s cette. oss nil negl. 4 nil 
Obltsations toxCanada: eater eee ces tay Soe a eee nil nil nil nil 
Bauity-0f-Canadars ais's cig wo ois skies We lee Sew wie SES 839 769 743 712 
Cash from Canada in the year 
Se 8) CA Ech #117 A en I Aare Ei 6 J nae HAA RC) Eee 637 536 506 631 


==> MON -DUCRETAL Val cat iy 25, belain-s « \sntiate Ocean ME Pee eee ees « nil nil nil nil 
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VIA RAIL CANADA INC. 


RESPONSIBILITY FOR PREPARATION AND INTEGRITY OF 
FINANCIAL STATEMENTS 


The management of VIA is responsible for the preparation and 
integrity of the financial statements contained in the Annual Re- 
port.These statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some amounts that are based on management’s best estimates and 
judgement. Management considers that the statements present fair- 
ly the financial position of VIA and the results of its operations. 


To fulfill its responsibility, VIA maintains systems of internal 
accounting controls, policies and procedures to ensure the relia- 
bility of financial information and to safeguard assets. The internal 
control systems and financial records are subject to reviews by 
internal auditors and by Raymond, Chabot, Martin, Paré during the 
examination of the financial statements. 


The Audit Committee of the Board of Directors meets peri- 
odically with the internal and external auditors, and with 
management to approve the scope of audit work and to assess 
reports on audit work performed. The financial statements have 
been reviewed by the Audit Committee and approved by the Board 
of Directors upon their recommendation. 


BALANCE SHEET AS AT DECEMBER 31, 1988 
(in thousands of dollars) 


1988 1987 
Current assets 
Washtanditerm GepositS anny-ei-teaienteetasteert = 4,103 
Accounts receivable. < << cc sc cBubidemstentcdew tact 10,154 9,408 
Provincial income taxes recoverable ......... 142 
Receivable from the Government of Canada ... 214,816 180,422 
Materialssand'supplies amemieriienare silsketiete 7 33,873 23,939 
263,088 213,769 


Long-term assets 
Tnvestmenti(NoteQ) ee iicc sacs «oe eee, Mousians « 2,001 2,001 


Propertiess(NOte)3) pearra de oe - ciseieinela tarts 804,639 733,613 
806,640 735,614 
1,069,728 949,383 


See accompanying notes to financial statements. 


Signed on behalf of the Board: 


GARY T. BRAZZELL 
Director and Chairman of the Audit Committee 


LAWRENCE HANIGAN 
Director and Chairman of the Board 
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AUDITORS’ REPORT 


TO THE HONOURABLE 
THE MINISTER OF TRANSPORT 


We have examined the balance sheet of VIA Rail Canada Inc. as 
at December 31, 1988 and the statements of income and deficit and 
changes in financial position for the year then ended.Our examin- 
ation was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the fin- 
ancial position of the Corporation as at December 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the 
preceding year. 


Further, we have examined the transactions that came to our 
notice in the course of the above-mentioned examination of the 
financial statements of VIA Rail Canada Inc. for the year ended 
December 31, 1988, to determine whether they were in accordance 
with Part X of the Financial Administration Act, the regulations, the 
charter and by-laws of the Corporation and any directives given to 
the Corporation pursuant to the Act. Our examination of these 
transactions was made in accordance with generally accepted audit- 
ing standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. In our 
opinion, these transactions were, in all significant respects, in 
compliance with the authorities specified. 


Raymond, Chabot, Martin, Paré 


Chartered Accountants 
Montréal, Canada 


January 27, 1989 


1988 1987 
Current liabilities 
BanksadVances cecnvaceincs cere ie ae eroere ‘ 54 
Accounts payable and accrued liabilities .... . 211,965 158,063 
Provincial income taxes payable ........... : 2,066 
Deferredirevenuemrrrmere eet etree ice : 4,011 4,300 
215,976 164,483 
Long-term liabilities 
Deferred investment tax credits ............ : 14,935 16,248 
SHAREHOLDER’S EQUITY 
Shareicapitali(Note.4)) ce serencerraeerer re ‘ 9,300 9,300 
Contributed surplOsirrqeten servers ere : 836,107 764,158 
Deficit, nesecscesse lens corn ane arenes tava e atone rarereiols E (6,590) (4,806) 
838,817 768,652 
1,069,728 949 383 
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VIA RAIL CANADA INC.—Continued 


STATEMENT OF INCOME AND DEFICIT STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31 YEAR ENDED DECEMBER 31 
(in thousands of dollars) (in thousands of dollars) 
1988 1987 1988 1987 
Revenue Cash provided by (used in) operating 
ASSEN Senen tee eat. cies te Sere ae 220,370 195,248 activities 
ontract/(Noted(a))'s.45. meee nea ee ee 509,200 452,300 Netincomiex(loss) ecru iret ree : (1,784) 6,021 
Asset replacement funding Non-cash charges to income 
CNOteE(a) er aceaee ins Somer nrer 55,450 64,767 Depreciation and amortization ........... ; 55,604 57,502 
CONUS Ba runro Sreet boke ie ca ee ay sioner tines co 3,138 2,354 Losses (gains) on write-off and retirement . . (154) 7,265 
788,158 714,669 Amortization of investment tax 
CheGit Sic commecpncgeaciceiceh eee on : (1,313) (3,789) 
Expenses 
Operations and maintenance ................ 456,246 399,465 52,353 66,999 
Customer and support services .............. 220,492 184,720 Changes in working capital items 
General and administrative ................. $9,037 $8,228 Accountsireceivablema testa. ae ele i (746) (973) 
Depreciation and amortization .............. 54,291 53,713 Provincial income taxes recoverable ...... ; (142) 
790,066 696,126 Receivable from the Government of Canada . 27,106 43,455 
; SSS SSS Matertalsand:sippilesmearrr atic em ert: 2 (9,934) (6,021) 
Income (loss) before income taxes ........... (1,908) 18,543 Accounts payable and accrued liabilities .. . 12,475 (3,354) 
Income taxes (recovery) (Note 5) ............ (124) 12,522 Provincial income taxes payable ......... 3 (2,066) 978 
INetsincomen lOSS)cancunecee reer aus tin vacua (1,784) 6,021 Deferredirevienlicnwi. errr crane nar : (289) (2,014) 
Deficit 26,404 32,071 
Balance at beginning of year................ (4,806) (10,827) 
Bhat 2a Cash flow from 
Balance at end of year ...............+++44. (6,590) (4,806) Operations: oe ae a ! 78,757 99,070 
See accompanying notes to financial statements. Cash provided by (used in) financing 
activities 
Capital funding from the Government 
of'Ganadall.22e Wat as eh SOR ee secs! | ‘ 71,949 19,371 
Receivable from the Government of Canada . . (61,500) (10,410) 
Deferred investment tax credits ............ : 12,155 
10,449 21,116 
Cash provided by (used in) investment 
activities 
Properties Saacaant ke at se eR ORO ae : (126,476) (81,322) 
Changes in working capital items 
Accounts payable and accrued liabilities .. . 41,427 (35,132) 
(85,049) (116,454) 
Increase in cash during the year ............. ; 4,157 32732 
Cash and term deposits (bank advances) 
Balance at beginning of year .............. ; (54) (3,786) 
Balancesatiend:oiiyecane en metote ere tat j 4,103 (54) 


See accompanying notes to financial statements. 
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VIA RAIL CANADA INC.—Continued 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988 


1. Accounting policies 


These financial statements have been prepared by manage- 
ment in accordance with generally accepted accounting 
principles. The significant accounting policies are summarized 
as follows: 


(a) 


(b) 


(c) 


(d) 


Government funding 


The Corporation receives funds from the Government of 
Canada in the form of contract revenues and as financing 
for its capital expenditures. 
Contract revenues pertain to services, activities and other 
undertakings provided by the Corporation for the manage- 
ment and operation of railway passenger services in 
Canada. 

The funding for capital expenditures is provided under the 
Financial Administration Act in accordance with terms and 
conditions approved by Treasury Board. 


These funds are accounted for as follows: 

(i) Contract revenues are recorded in the Statement of 
Income on a realized and estimated basis with any 
changes in estimates being accounted for in the 
year of change. 

(ii) The portion of funding for capital expenditures 
which relates to the replacement of capital proper- 
ties is included in the Statement of Income and the 
balance of these funds is recorded as contributed 
surplus. 


Charges under railway operating agreements 


The Corporation has operating agreements with Canadian 
National Railway Company and Canadian Pacific Limited 
for the use of tracks, facilities, train personnel, rolling 
stock servicing and refurbishing. 


Charges under the operating agreements are recorded on an 
incurred and estimated basis. The charges are subject to 
adjustment by the National Transportation Agency follow- 
ing a review of the actual costs incurred each year and 
determination of proposed changes in railway costing meth- 
odology by railway companies. Adjustments arising from 
these reviews, which are pending for the years 1985 to 
1988, are to be included in the Statement of Income in the 
year in which the resolution occurs. 

Costs incurred under the railway operating agreements 
amounted to $105,019,000 (1987—$179,212,000). 


Materials and supplies 


Materials in stores and on-board inventories are valued at 
weighted average cost, fuel at latest invoice price and 
obsolete and scrap materials at estimated utility or sales 
value. 


Properties 


Properties, including those acquired under capital leases, 
are recorded at cost. The costs of refurbishing and rebuild- 
ing of rolling stock and costs associated with other property 
upgrading are capitalized if they are incurred to improve 
the service values or extend the useful lives of the assets 
concerned, otherwise the costs are expensed as incurred. 
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(e) Depreciation and amortization 


Depreciation and amortization is calculated on a straight- 
line basis at rates sufficient to write off the cost of 
properties over their estimated useful lives. The estimated 
useful lives for significant classes of assets are as follows: 


Rolling stock 12 to 30 years 
Stations and facilities 20 years 
Maintenance buildings 25 years 
Machinery and equipment 5 to 15 years 
Office furniture and equipment 3 to 20 years 
Leasehold and infrastructure improvements 10 to 38 years 
Other capital properties 3 to 10 years 
No depreciation or amortization is provided for projects in 
progress. 
(f) Leases 


Assets recorded under capital leases are amortized on a 
straight-line basis over the terms of the leases. 

All other leases are accounted for as operating leases and 
the rental costs are expensed as incurred. 


(g) Deferred investment tax credits 


In accordance with the cost reduction approach, investment 
tax credits are deferred and amortized to income over the 
estimated useful lives of the related assets. 


(h) Pensions 


The cost of providing pension benefits is determined by 
actuarial valuations, which allocate to each year of service 
the applicable portion of total estimated benefits, based on 
projections of employees’ compensation levels to the time 
of their retirement. 

Pension expense includes both the cost of benefits attribut- 
able to services rendered during the current year and the 
amortization of unfunded liabilities pertaining to accumu- 
lated past service benefits. This amortization is calculated 
over expected average remaining service lives of the Cor- 
poration’s active employee groups. 


2. Investment 


The Corporation owns common shares in Railroad Associ- 
ation Insurance, Ltd. (R.A.I.L.) representing a 4% interest 
therein. The investment is accounted for on the cost basis. 


3. Properties 


1988 1987 
(in thousands of 
ollars) 

EEN ik oars cc CRORE EONS SEND CRTMTOIG ‘ 2,804 2,805 
Rolling stock s:y2;5 Ssyspesyass Secu os : 540,68 | 542,332 
Stationsiand facilities) y.0- eee eer ; 12,635 12,583 
Maintenance buildin oSipecranierreit ete : 165,463 164,512 
Machinery and equipment .............. : 13,476 12,185 
Office furniture and equipment .......... : Paya e | 23,092 
Leasehold and infrastructure improvements . 138,694 138,263 
Othericapitaliproperties| sae te teres ; 53,096 50,223 

950,406 945,995 
Accumulated depreciation and amortization . (305,099) (253,424) 

645,307 692,571 
POI CtScim PLOSTESSi ser eters e tee ieee : 159,332 41,042 


804,639 733,613 
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VIA RAIL CANADA INC.—Concluded 


NOTES TO FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1988—Concluded 


At December 31, 1988 the gross value of assets under capital 
leases included above was $7,239,000 (1987—$7,239,000) and 
related accumulated amortization thereon amounted to 
$2,119,000 (1987—$1,194,000). 


. Share capital 


1988 1987 
(in thousands of 
dollars) 
Authorized 
An unlimited number of common shares of 

no par value 
Issued and fully paid 

937000icommon:shares! scenic ane 9,300 9,300 


. Income taxes 


The effective income tax rate in the Statement of Income 
varies from the Corporation’s combined Federal and Provincial 
income tax rate mainly as a result of not recognizing any 
potential future benefit on a Federal income tax loss of 
$1,943,000 which arises in the current year. No benefits have 
been recognized in respect of this loss and on cumulative 
Federal timing differences of approximately $33 million, large- 
ly comprised of differences between available capital cost 
allowances and depreciation and amortization expense, because 
of uncertainty as to their realization in future accounting peri- 
ods. The income tax loss is due to expire in 1995. 


. Lease obligations and commitments 


(a) The future minimum rental payments relating to operating 
leases are as follows: 


(in 
thousands 

of 
dollars) 
NOS Ose coe c eutons ticle tems eta siaisis See aries 14,988 
LOO Ne ctiik ah ene ave Sie ciate eta renee aces Mite eect ae 14,325 
MOOT ea nrereucten. fcctcs Sc, rene: srsity ayes eieeb aTevere eater eee arse ie etek fo 14,498 
OOD ie rernee rer eeny tcpe: ce cccusrnmaretctoetorerte NER E sieee 14,390 
TOOS Re Meer te ecient ge tess, Gus: ced Guarodiaialanene sus sess aunt aie dycuele) arn as, She 8,952 
SUDSEQUENEN CATS Seay cyst ciency eau is core wiararore tansolencnss abenaiere 248,668 
315,821 


A significant portion of the leases are for real estate or 
rental of computer equipment and services. 


(b 


wa 


No obligations under capital leases exist, as lease payments 
applicable to the initial term have been paid in lump sums 
at the inception of the leases. 


(c) As at December 31, 1988 the Corporation has outstanding 
commitments mainly relating to the acquisition and upgrad- 
ing of property and equipment amounting to approximately 
$146,556,000. 


. Pension plans 


(a) The Corporation has retirement benefit plans covering all 
of its permanent employees, including those transferred 
from Canadian National Railway Company (Note 8). Under 
the plans, employees are entitled to benefits at retirement 
age, based on compensation and length of service. 
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The latest actuarial valuations of the pension plans were 
carried out as at December 31, 1987. Based on these valu- 
ations and actuarial projections made for 1988, the 
accumulated plan benefits as at December 31, 1988, exclud- 
ing any such benefits accumulated up to the dates of 
transfer of the foregoing employees, were $366,000,000. 
The net assets available to provide for these benefits at 
market related values as at that date amounted to 
$378,000,000. 


(b) It was agreed that the employees transferred from Canadian 
National Railway Company would be fully protected to the 
extent of their benefits accrued under the pension plan of 
their former employer. Negotiations are pending concern- 
ing the amount of funds to be transferred to cover 
accumulated benefits up to the dates of transfer. 


. Related party transactions 


VIA Rail Canada Inc. is a Crown Corporation with all of its 
issued shares owned by the Government of Canada. 

In the normal course of business, the Corporation contracts 
with other Crown Corporations for services which in 1988 
amounted to $127,091,000 (1987—$157,967,000). Accounts 
payable and accrued liabilities as at December 31, 1988 in- 
cluded $10,345,000 (1987—$11,146,000) pertaining to these 
services. 

During the year the Corporation acquired the services of a 
further 97 (1987—1,000) former employees of Canadian Na- 
tional Railway Company, pursuant to the progressive transfer 
of activities previously conducted under the operating agree- 
ment referred to in Note 1(b). 


. Comparative figures 


Certain comparative figures have been reclassified so as to 
conform with the presentation adopted in 1988. 
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OF CANADA INCLUDING 
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1. INTRODUCTION TO PART II 


This Part responds to the provision in the Financial Administration Act, paragraph 151(3)(a) that the Report of 
the President "shall include a list naming, as of a specified date, all Crown corporations and all corporations of 
which any shares are held by, on behalf of or in trust for the Crown or any Crown corporation." 


The information represents the status of Crown corporations and other corporate interests of Canada as at June 
30, 1989, unless otherwise noted. 


The individual lists are: 

Parent Crown Corporations and their subsidiaries and associates. These are grouped as: 

— subsidiaries held at 100%, if wholly-owned, 

— subsidiaries held at 50-99%, if 50% or more of the equity is held by a Crown corporation; or, 


— Associates held at less than 50% if less than 50% is held. (Generally, subsidiaries of subsidiaries are listed 
only to a second ownership level below the 100% owned category); 


Joint Enterprises are corporate entities in which Canada, through a Minister, owns shares, the rest being owned 
by another level of government, e.g., provincial or municipal; 


Mixed Enterprises are corporate entities in which Canada, through a Minister, owns shares, the rest being owned 
by private sector parties; 


Other Entities are corporate entities in which Canada holds no shares but, directly or through a Crown 
corporation, has a right pursuant to statute, articles of incorporation, letters patent or by-law, to appoint or 
nominate one or more members of the board of directors or similar governing body. 


International Organizations are corporate entities created pursuant to international agreements by which 
Canada has a right to appoint or elect members to a governing body. 


A summary of the number of entities in each of the lists is presented on the next page. 


The reader should note that the descriptions of corporate mandates appearing in this Part are intended to convey 
the essence of those mandates. They are not legal descriptions. Similarly, the description of the government’s 
objective in making investments in these corporations is meant only as a summarization. For further information, 
the reader is referred to the special Acts, articles of incorporation, or annual reports of the corporations. The federal 
ownership percentage data displayed are based on the number of voting shares. 
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2. STATISTICAL SUMMARY OF CORPORATE INTERESTS 
As at June 30, 1989 


Crown Corporations 


e Parent Crown corporations including eight 
corporations which are exempted from Part X 
of the FAA 53it 
° Wholly-owned subsidiaries 112 
TOTAL 165 


Crown Corporations’ Investments (direct and indirect) 


e Subsidiaries held at 50% or more but less than 100% 28 
e Associates held at less than 50% 104 
TOTAL 132 


Joint and Mixed Enterprises 


TOTAL [ee 


Other Entities 


° Entities without share capital 43 


International Organizations 


° Entities created pursuant to international agreement Be. 


* Includes: 


— inprocess of dissolution 
Canadian National (West Indies) Steamships Ltd. 
Teleglobe Canada—assets sold April 3, 1987 


* * Includes: 


— 9corporations in which the Superintendent of Bankruptcy has received 
shares in lieu of a cash levy. 
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3. THE LISTINGS; CORPORATE INTERESTS OF CANADA 
AS AT JUNE 30, 1989 


3.1 PARENT CROWN CORPORATIONS AND THEIR WHOLLY-OWNED SUBSIDIARIES, OTHER 
SUBSIDIARIES AND ASSOCIATES 


— 
. 


Atlantic Pilotage Authority (III-I) 
Atomic Energy of Canada Limited (III-I) 
Bank of Canada (Exempted) 

Canada Council (Exempted) 


Canada Deposit Insurance Corporation (III-I) 


SSR re ete 


Canada Development Investment Corporation (III-II) 


Subsidiaries held at 100% 
Canada Eldor Inc. 
CAMECO - A Canadian Mining & Energy Corporation (38.5%) 
Cartierville Financial Corporation 
Nordion International Inc. 
Theratronics International Limited 


Subsidiaries held at 50-99% 
Ginn and Company (Canada) (51%) 
GLC Publishers Ltd. (51%) 


Associates held at less than 50% 
Varity Corporation (2.7%) 
7. Canada Harbour Place Corporation (III-I) 
8. Canada Lands Company Limited (III-I) 
Subsidiaries held at 100% 
Canada Lands Company (Mirabel) Limited 


Canada Lands Company (Le Vieux-Port de Montréal) Limited 
Canada Lands Company (Vieux-Port de Québec) Inc. 


9. Canada Mortgage and Housing Corporation (III-I) 
10. Canada Museums Construction Corporation Inc. (III-I) 


11. Canada Ports Corporation (III-II) 


Subsidiary held at 50-99% 
Ridley Terminals Inc. (90%) 


12. Canada Post Corporation (III-II) 


Associates held at less than 50% 
International Post Corporation S.A. (9.9%) 
EMS International Ltd. (7.3%) 
Cooperative Vereniging International Post Corporation U.A. (7.3%) 


13. Canadian Broadcasting Corporation (Exempted) 


Associates held at less than 50% 
Cable North Microwave Limited (1 share) 
Master FM Limited (20%) 
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Canadian Commercial Corporation (III-I) 

Canadian Dairy Commission (III-I) 

Canadian Film Development Corporation (Exempted) 

Canadian Institute for International Peace and Security (Exempted) 
Canadian Livestock Feed Board (III-I) 

Canadian National Railway Company (III-IT) 


Subsidiaries held at 100% 
Autoport Limited 
The Canada and Gulf Terminal Railway Company 
Canadian National Express Company 
The Canadian National Railways Securities Trust 
Canadian National Steamship Company, Limited 
Canadian National Telegraph Company 
The Great North Western Telegraph Company of Canada (94.54%) 
Canadian National Transfer Company Limited 
Canadian National Transportation, Limited 
Chapman Transport Limited 
Empire Freightways Limited 
Royal Transportation Limited 
Canat Limited 
CN (France) S.A. 
CNM Inc. 
Halifax Industries (Holdings) Limited (33.3%) 
Lakespan Marine Inc. (50%) 
Seabase Limited (15%) 
CN Tower Limited 
CN Transactions Inc. 
Canac International Inc. 
Canac International Ltd. 
Canaprev Inc. (50%) 
Canaven Limited 
CN Exploration Inc. 
Portage & Main Development Ltd. (50%) 
The Toronto Terminals Railway Company (50%) 
EID Electronic Identification Systems Ltd. 
Grand Trunk Corporation 
Central Vermont Railway, Inc. 
Domestic Four Leasing Corporation 
Domestic Two Leasing Corporation 
Relco Financial Corp. 
Duluth, Winnipeg and Pacific Railway Company 
Grand Trunk Land Development Corporation 
Grand Trunk Radio Communications, Inc. 
Grand Trunk Western Railroad Company 
The Belt Railway Company of Chicago (8.33%) 
Chicago and Western Indiana Railroad Company (20%) 
Domestic Three Leasing Corporation 
Trailer Train Company (2.7%) 
The Minnesota and Manitoba Railroad Company 
The Minnesota and Ontario Bridge Company 
Mount Royal Tunnel and Terminal Company, Limited 


Subsidiaries held at 50-99% 
The Canada Southern Railway Company (50%) 
The Canadian Northern Quebec Railway Company (59.7%) 
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Detroit River Tunnel Company (50%) 

The Northern Consolidated Holding Company Limited (71.9%) 
The Public Markets, Limited (50%) 

The Quebec and Lake St. John Railway Company (89.1%) 
Shawinigan Terminal Railway Company (50%) 


Associates held at less than 50% 
Compagnie de gestion de Matane Inc. (49%) 
Dome Consortium Investments Inc. (10.52%) 
Eurocanadian Shipholdings Limited (18%) 
Fort Point Holdings Ltd. (25%) 
Halterm Limited (33.33%) 
Railroad Association Insurance, Ltd. (7.4%) 
Telesat Canada (3.75%) 


20. Canadian National (West Indies) Steamships, Ltd. (III-I)* 
21. Canadian Patents and Development Limited (III-I) 

22. Canadian Saltfish Corporation (III-I) 

23. Canadian Wheat Board (Exempted) 

24. Cape Breton Development Corporation (III-I) 


Subsidiaries held at 100% 
Cape Breton Carbofuels Limited (Inactive) 


25. Defence Construction (1951) Limited (III-I) 
26. Enterprise Cape Breton Corporation (III-I) 


Subsidiaries held at 100% 
Cape Breton Marine Farming Limited (Inactive) 
Darr (Cape Breton) Limited 
Dundee Estates Limited 


Subsidiaries held at 50-99% 
Whale Cove Summer Village Limited (62.5%) 


Associates held at less than 50% 
Haak Conveyor & Manufacturing Limited (42%) 
Newco Mining Limited (10%) (Inactive) 
Nova Scotia Clam Limited 
4 M Panga Hotel Co. Limited (45%) 


27. Export Development Corporation (III-I) 

28. Farm Credit Corporation (III-I) 

29. Federal Business Development Bank (III-I) 
30. Freshwater Fish Marketing Corporation (III-I) 
31. Great Lakes Pilotage Authority, Ltd. (III-I) 
32. Halifax Port Corporation (III-II) 


* In process of dissolution 
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34. 
35: 
36. 
ST. 


38. 
a9: 
40. 
41. 
42. 
43. 


Harbourfront Corporation (III-I) 
Subsidiaries held at 100% 


Peter Street Basin Properties Inc. 
630370 Ontario Ltd. 


Subsidiaries held at 50-99% 


Harbourpoint Developments (Harbourfront) Limited 
International Readings at Harbourfront 

Art Gallery at Harbourfront (membership interest) 
School-By-the-Water (membership interest) 


International Centre for Ocean Development (III-I) 


International Development Research Centre (Exempted) 


Laurentian Pilotage Authority (III-I) 
Marine Atlantic Inc. (III-I) 


Subsidiaries held at 100% 
Coastal Transport Ltd. 
Newfoundland Dockyard Company 


Mingan Associates Ltd. (III-I) (Inactive) 
Montreal Port Corporation (III-II) 

National Arts Centre Corporation (Exempted) 
National Capital Commission (III-I) 

Pacific Pilotage Authority (III-I) 
Petro-Canada (III-II) 


Subsidiaries held at 100% 

Canertech Inc.* 

Petro-Canada Consulting Corporation 
Petro-Canada Enterprises Inc.* 
Petro-Canada Espanola, S.A. 
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Petro-Canada International Assistance Corporation (acting parent Crown corporation) 


Petro-Canada Inc. 

Amauligak Exploration Inc. 
Arctic Pilot Project Inc. 
Asher American, Inc. 
Bent Horn Development Inc. 
Blakeney and Son (1979) Ltd. 
BP Marketing Canada Limited 
Canadian Petroleum Studies Inc. 
Chatelaine Restaurants Limited 
Dépanneurs Le Frigo Ltée. 
Ducharme et Carbone (1981) Inc. 
Fifth Pacific Stations Ltd. 
GMI Co. (Bahamas) Limited 
Independent Fuels & Lumber Ltd.* 
Morrow Fuel Oil Sales Ltd. 
Northwest Terminals Ltd. 
Opal Oils Limited 

Commodore Oil Limited 


* In process of dissolution 
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First Pacific Stations Ltd. 
Second Pacific Stations Ltd. 
Third Pacific Stations Ltd. 
Fourth Pacific Stations Ltd. 
Pacific Petroleums Ltd.* 

Pacific Pipelines, Inc. 
Petro-Canada (Argentina) Inc. 
Petro-Canada Hydrocarbons Inc. 
Petro-Canada (Indonesia) Inc. 
Petro-Canada (Malaysia) Inc. 
Petro-Canada (Barito) Inc. 
Petro-Canada (North Africa) Inc. 
Petro-Canada Chemicals Inc. 
Petro-Canada Oil & Gas Inc. 
Petro-Canada Petroleum Marketing Inc. 
Petro-Canada (Pakistan) Inc. 
Petro-Canada (South America) Inc. 
Petro-Canada (Thailand) Inc. 
Petro-Canada Petroleum Inc.* 
Petro-Canada Youth Inc. 

St. Laurent Petroleum Inc. 
Petro-Canada (U.K.) Limited 
Petro-Canada (Vietnam) Inc. 
Petroleum Transmission Company 
Prairie Leaseholds Ltd. 

Rocair Limited 

Servico Limited 

Wayfare Restaurants Limited 
XYCHEM Inc. 

103912 Canada Inc. 

106616 Canada Inc. 

106621 Canada Inc. 

146923 Canada Ltd. 

146924 Canada Ltd. 

158226 Canada Inc. 

159542 Canada Inc. 

159543 Canada Inc. 

1283-9304 Quebec Inc. 


Subsidiaries held at 50-99% 
Canstar Oil Sands Ltd. (50%) 
Les Huiles Du Royaume Inc. (50%) 
Marchand Petroleum (Canada) Inc. (50%) 
Panarctic Oils Ltd. (52.73%) 
Petro-Canada Centre Inc. (50%) 

Petro-Canada Centre Finance Inc. 

Sedpex Inc. (50%) 
288564 Alberta Ltd. (50%) 


* In process of dissolution 
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Associates held at less than 50% 


Alberta Products Pipeline Ltd. (35%) 
Downhole Systems Technology Canada Inc. (18.3%) 
Fundy Energy Inc. (49%) 
Harvey’s Oil Limited (49.9%) 
Internationale de Services Industriels et Scientifique, S.A. (27%) 
Kenmac Energy Inc. (49%) 
Les Huiles Desroches Inc. (45%) 
Les Huiles La montagne Inc. (49%) 
Les Huiles Town & Country Inc. (49%) 
Les Pétroles Sherbrooke Inc. (49%) 
Les Pétroles Vosco (Canada) Ltée. (49%) 
MacGillivray Fuels Limited (49%) 
Marc Dufresne (1978) Inc. (49.99%) 
Montreal Pipeline Limited (20%) 
Northward Development Ltd. (17%) 
Pacific Northern Gas Ltd. (18%) 
Peace Pipeline Ltd. (10.89%) 
Petrogas Processing Ltd. (11.35%) 
Pétrole Sud-Ouest Inc. (49.9%) 
Pétroles de la Maurice (Canada) Inc. (49.99%) 
Pétroles M. Miron Inc. (49.9%) 
Petrole Chaleurs (1981) Inc. (49%) 
Pétroles St. Jean Sur Richelieu Inc. (49%) 
Redwater Water Disposal Co. Ltd. (21.36%) 
Roma Fuels Limited (49%) 
Sulconam Inc. (7.6%) 
Superline Fuels Ltd. (49.99%) 
Sydco Fuels Inc. (49.99%) 
Syncrude Canada Ltd. (17%) 
Thermo Page Inc. (49%) 
Touchcom Inc. (45%) 
TransNorthern Pipeline Ltd. (33.3%) 
Westcoast Energy Inc. (36.5%) 
Westcoast Transmission Company (Alberta) Ltd. 
Westcoast Transmission Holdings Ltd. 
Vancal Properties Ltd. 
W.T. Investments Inc. 
Westcoast Diversified Industries Ltd. 
Westcoast Transmission Company, Inc. 
Westcoast Energy Marketing Ltd. 
Westcoast Petroleum Ltd. 
Westcoast Resources Inc. 
Dover Petroleum Inc. 
Texas Pacific Oil Canada Ltd. 
Canadian Roxy Petroleum Ltd. (78%) 
Island & Coastal Natural Gas Co. Ltd. 
Inter B.C. Gas Transmission Ltd. 
Saratoga Processing Company Limited (25%) 
Pacific Northern Gas Ltd. (44%) 
PNG Marketing Ltd. 
Foothills Pipe Lines Ltd. (30%) 
Foothills Pipe Lines (North B.C.) Ltd. (49%) 
Foothills Pipe Lines (Yukon) Ltd. (50%) 
Foothills Pipe Lines (North B.C.) Ltd (51%) 


* In process of dissolution 
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Foothills Pipe Lines (South Yukon) Ltd. 
Foothills Pipe Lines (North Yukon) Ltd. 
Foothills Pipe Lines (South B.C.) Ltd. (51%) 
Foothills Pipe Lines (Alta.) Ltd. (51%) 
Foothills Pipe Lines (Sask.) Ltd. (51%) 
Foothills Engineering Ltd. 

128963 Canada Inc. (49%) 


Subsidiaries held at less than 5% (other interests) 
Carnduff Gas Limited 
Cheyenne Petroleum Corp. (NPL) 
Cynthia Gas Gathering Company Limited 
Dreco Energy Services Ltd. 
East Coast Spill Response Inc. 
House of Brougham Limited 
Kanata Hotels International Inc. 
Manhattan Continental Dev. Corp. 
Northwood Pulp and Timber Limited 
Oil Spill Response Limited 
Pacific Energy Resources Ltd. 
Polar Gas Engineering Services Ltd. 
Rimbey Pipe Line Co. Ltd. 
Sultran Ltd. 
Toronto Credits Limited 
Trans Canada Resources Ltd. 
Wardean Drilling Co. Limited 
204383 Enterprises Inc. 
346877 Ontario Limited 


44. Port of Quebec Corporation (III-II) 

45. Prince Rupert Port Corporation (III-II) 

46. Royal Canadian Mint (III-II) 

47. Saint John Port Corporation (III-II) 

48. St. John’s Port Corporation (III-II) 

49. Teleglobe Canada (III-I1) 

50. The St. Lawrence Seaway Authority (III-I) 


Subsidiaries held at 100% 
The Jacques Cartier and Champlain Bridges Incorporated 
The Seaway International Bridge Corporation, Ltd. 


51. Standards Council of Canada (III-I) 
52. Vancouver Port Corporation (III-II) 
53. VIA Rail Canada Inc. (III-I) 


Associates held at less than 50% 
Railroad Association Insurance, Ltd. (4%) 


Notes: 


1. For corporations scheduled in the Financial Administration Act (FAA), the relevant schedule is shown in 
parentheses immediately following the corporation’s name. 


2. Under the FAA, a subsidiary is a Crown corporation if it is wholly-owned directly or indirectly by one or 
more parent Crown corporations. 
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3.2, JOINT AND MIXED ENTERPRISES 


These are enterprises with share capital which is owned partly by Canada, the rest being owned by other 
governments and/or other organizations to further common objectives. (Note: Subsidiaries and associates are 
not listed.) 


1. Air Canada 

Canarctic Shipping Company Limited 

Cooperative Energy Corporation 

Lower Churchill Development Corporation Limited 
National Sea Products Ltd. 

North Portage Development Corporation 


NPM Nuclear Project Managers Canada Inc. 


oN DN nO HR WW Wb 


Telesat Canada 


Under terms of the Bankruptcy Act, the Superintendent of Bankruptcy has received shares in the following 
corporations: 


9. Blake Resources 

10. Braeswood Explorations Limited 

11. Equity Capital Investments Ltd. 

12. Havelock Energy & Resources Inc. 
13. House of Brougham Ltd. 

14. International Hydrodynamics Co. Ltd. 
15. Mission River Petroleum Ltd. 

16. North Slope Refiners Inc. 


17. Totran Services Ltd. 
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3.3 OTHER ENTITIES 


These are corporate entities without share capital for which the Government of Canada has a right to 
appoint members to the boards of directors or similar governing bodies. The Harbour Commissions are grouped 
at the foot of this list. 


1. Agricultural Products Board 

Asia-Pacific Foundation of Canada 

The Army Benevolent Fund 

Association for the Export of Canadian Books 


The Blue Water Bridge Authority 


Awe wD 


Board of Trustees of the Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children 


7. Buffalo and Fort Erie Public Bridge Authority 
8. Calgary Olympic Development Association 
9. Canadian Centre on Substance Abuse 
10. Canadian Fitness and Lifestyle Research Institute Inc. 
11. Canadian Livestock Records Corporation 
12. Canadian Sport and Fitness Administration Centre Inc. 
13. Canada Grains Council 
14. Canadian International Grains Institute 
15. Coaching Association of Canada 
16. Forest Engineering Research Institute of Canada 
17. FORINTEK Canada Corp. 
18. Hockey Canada Inc. 
19. International Centre for Human Rights and Democratic Development 
20. International Fisheries Commission Pension Society 
21. Last Post Fund 
22. Maritime Forestry Complex Corp. 
23. Medical Council of Canada 
24. The Nature Trust of British Columbia 
25. Northern Native Fishing Corporation 
| 26. NWT Co-operative Business Development Fund 
27. PARTICIPaction 
28. POS Pilot Plant Corporation 
29. Pulp and Paper Research Institute of Canada 
30. Roosevelt Campobello International Park Commission 
31. Saint John Harbour Bridge Authority 
32. Terry Fox Humanitarian Award Inc. 
33. The Vanier Institute of the Family 


34. Western Grains Research Foundation 
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Harbour Commissions 


35. Fraser River Harbour Commission 

36. The Hamilton Harbour Commissioners 
37. Thunder Bay Harbour Commission 

38. Nanaimo Harbour Commission 

39. North Fraser Harbour Commission 

40. Oshawa Harbour Commission 

41. Port Alberni Harbour Commission 

42. The Toronto Harbour Commissioners 


43. Windsor Harbour Commission 
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3.4 INTERNATIONAL ORGANIZATIONS 


Corporate entities created pursuant to international agreements where Canada has a right to appoint or 
elect members to a governing body. 


1. African Development Bank 

African Development Fund 

Asian Development Bank 

Caribbean Development Bank 

Commonwealth War Graves Commission 

Inter American Development Bank 

International Bank for Reconstruction and Development 


International Boundary Commission 
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International Development Association 


— 
= 


International Finance Corporation 


— 
— 


International Fund for Agricultural Development 


= 
N 


International Joint Commission 


— 
Ww 


International Monetary Fund 
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3.5 CHANGES TO PART II LISTINGS JULY 31, 1988 — JUNE 30, 1989 


Name Change 
A. CROWN CORPORATIONS—Parents 
Air Canada Sold (43%) 
Enterprise Cape Breton Corporation Added 


B. CROWN CORPORATIONS—Subsidiaries held at 100% 


Air Canada 
Air BC Limited Sold 
enRoute Card Inc. Sold 
enRoute Card International Inc. Sold 
enRoute Card USA Inc. Sold 
enRoute Network Inc. Sold 
enRoute Card Europe B.V. Sold 
Airtransit Canada Sold 
Touram Inc. Sold 
Touram Group Service Inc. Sold 
Gelco Express Ltd. Sold 
Gelco Same Day Ltd. Sold 
157710 Canada Inc. Sold 
Canada Development Investment Corporation 

119371 Canada Limited Deleted 
Canada Eldor Inc. Added 
Eldor Resources Limited Deleted 
Eldorado Aviation Limited Deleted 
Eldorado NPI Limited Deleted 
Eldorado Nuclear Limited Deleted 
Eldorado Resources Limited Deleted 
Nordion International Inc. Added 
Theratronics International Limited Added 


Canadian National Railway Company 


Northwestel Inc. Deleted 
Terra Nova Telecommunications Inc. Deleted 


Cape Breton Development Corporation 


Cape Breton Marine Farming Limited Deleted 
Darr (Cape Breton) Limited Deleted 
Dundee Estates Limited Deleted 


Enterprise Cape Breton Corporation 
Cape Breton Marine Farming Limited Added 


Darr (Cape Breton) Limited Added 
Dundee Estates Limited Added 
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Name Change 
Petro-Canada 
1283-9304 Quebec Inc. Added 
159542 Canada Inc. Added 
159543 Canada Inc. Added 
Petro-Canada (North Africa) Inc. Added 


C. CROWN CORPORATIONS’ INVESTMENTS 


Air Canada 
Subsidiaries held at 50-99%: 
Matac Cargo Ltd. Sold 
The Gemini Group Automated 
Distribution Systems Inc. Sold 
152160 Canada Inc. Sold 
Air Ontario Inc. Sold 
Air Alliance Inc. Sold 
Northwest Territorial Airways Ltd. Sold 
Express Messenger Systems Incorporated Sold 
Northern Express Messenger Systems Ltd. Sold 
Associates held at less than 50%: 
Aeronautical Radio, Inc. Sold 
Aerospace Realties (1986) Ltd. Sold 
Air Cargo Facilities Inc. Sold 
Air Nova Inc. Sold 
Airlines Clearing House Inc. Sold 
Airlines Reporting Corporation Sold 
Airline Tariff Publishing Co. Sold 
Global Travel Computer Holdings Ltd. Sold 
GPA Group Ltd. Sold 
Air Maple Limited Sold 
Air Tara Limited Sold 
Aviation Consultants Limited Sold 
Avitas Inc. Sold 
Elasis B.V. Sold 
Extra Executive Transport GmbH Sold 
GPA Airbus 320 Limited Sold 
GPA Corporation Sold 
GPA Europe Limited Sold 
GPA Finance Limited Sold 
GPA Jetprop Inc. Sold 
GPA Fokker 100 Limited Sold 
GPA Fokker 100 (NA) N.V. Sold 
GPA Jetprop Limited Sold 
GPA Leasing (NA) N.V. Sold 
GPA Midland Limited Sold 
GPA Netherlands B.V. Sold 
Guinness Peat Aviation Asia Limited Sold 
Guinness Peat Aviation (Belgium) N.V. Sold 
Panco Corporation Sold 
| Transportation Analysis International Ltd. Sold 
| Irish Aerospace Limited Sold 


TAI Incorporated Sold 
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Name 


TransTiger Corporation 


Innotech Aviation Industries (1986) Ltd. 


Innotech Aviation Enterprises Ltd. 


International Aeradio (Caribbean) Limited 
Société internationale de télécommunications 


aéronautiques 
Laxfuel Corporation 
Lax Two Corp. 


Canada Development Investment Corporation 


Subsidiaries held at 50-99%: 
Ginn and Company (Canada) 
GLC Publishers Ltd. 


Associates held at less than 50%: 
CAMECO—A Canadian Mining & 
Energy Corporation 
Key Lake Mining Corp. 


Canada Post Corporation 
Associates held at less than 50%: 
Cooperative Vereniging International 
Post Corp. U.A. 
International Post Corporation S.A. 


Canadian National Railway Company 


Subsidiaries held at 50-99%: 
East Yard Development Ltd. 


Portage & Main Development Ltd. 


Associates held at less than 50%: 
Computer Sciences Canada, Inc. 


Cape Breton Development Corporation 


Subsidiaries held at 50-99%: 
Whale Cove Summer Village Limited 


Associates held at less than 50%: 
Bay Lumber Limited 
Haak Conveyor & Manufacturing 
Newco Mining Limited 
4 M Panga Hotel Co. Limited 


Enterprise Cape Breton Corporation 


Subsidiaries held at 50-99%: 
Whale Cover Summer Village Limited 


Associates held at less than 50%: 
Bay Lumber Limited 
Bay Lumber Limited 
Haak Conveyor & Manufacturing 
Newco Mining Limited 
4 M Panga Hotel Co. Limited 
Nova Scotia Clam Limited 
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Change 


Sold 
Sold 
Sold 
Sold 


Sold 
Sold 
Sold 


Added 
Added 


Added 
Deleted 


Added 
Added 


Name changed to Portage & 
Main Development Ltd. 

Name changed from East Yard 
Development Ltd. 


Deleted 


Deleted 


Deleted 
Deleted 
Deleted 
Deleted 


Added 


Added 
Deleted 
Added 
Added 
Added 
Added 
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Name 


Harbourfront Corporation 


Subsidiaries held at 50-99%: 
International Readings at Harbourfront 


Petro-Canada 


Associates held at less than 50%: 
113989 Canada Limited 
139741 Canada Ltée 
Dreco Energy Services 
East Coast Spill Response Inc. 
Kenmac Energy Inc. 
Les Huiles Town & Country 
Les Petroles Vosco (Canada) Ltée 
MacGillivray Fuels Limited 
McAsphalte Inc. 
Perry Fuels Inc. 
Petrole Chaleurs (1981) Inc. 
Riley’s Data Share International Ltd. 
Town & Country Fuels (1980) Inc. 


D. JOINT AND MIXED ENTERPRISES 


125459 Canada Ltd. 

Captain Scotts Fish & Chips (1978) Ltd. 
Geoform Designs Inc. 

Mohawk St. Régis Lacrosse Ltd. 

Mount Nansen Mines Ltd. 

North Slope Refiners Inc. 

Prestige Poultry Products Ltd. 

Romfield Building Corporation Ltd. 
Société Inter-Port de Québec 


E. ‘OTHER ENTIFIES 


Canadian Centre on Substance Abuse 
Canadian Sport and Fitness 
Administration Center Inc. 


International Centre for Human Rights 
and Democratic Development 
National Sport and Recreation Center Inc. 


Oo-Za-We-Kwun Centre Inc. 
Trustees of the Olympic Endowment Fund 
XV Winter Games Organizing Committee 


F. INTERNATIONAL ORGANIZATIONS 


No changes 
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Change 


Added 


Deleted 
Deleted 
Added 
Added 
Added 
Added 
Added 
Added 
Deleted 
Deleted 
Added 
Deleted 
Deleted 


Dissolved 
Deleted 
Deleted 
Dissolved 
Deleted 
Added 
Deleted 
Deleted 
Deleted 


Created 

Name changed from National 
Sport and Recreation Center 
Inc. 


Created 

Name changed to 
Canadian Sport and 
Fitness Administration 
Centre Inc. 

Dissolved 

Deleted 

Deleted 


WEEE 
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